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Like the Gigantic Size of an-leeberg... 
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there’s more to Cities Service 
than meets the eye! 


Few spectacles of nature are so awesome as the 
iceberg. Hundreds of yards in length, it rises 
100 feet or more above the sea, with crests or 
minarets spiring higher to 200 and even 300 feet. 

Yet, only about one-eighth of an iceberg’s 
mass rides in view. The great bulk lies hidden 
in the ocean depths. 

Similarly unseen by most of the public they 
serve are the far-flung facilities of petroleum 
enterprise—towering derricks in the oil fields — 
mighty refineries—thousands of miles of pipe- 

A y line— fleets of ocean-going tankers— wonderful 
the eye, an iceberg is normally —_ odern laboratories. 
eight times the size of its vis- ‘ , , 2 5 
ible portion. Seven-eighths lies Costly ? Yes—the capital invested in the busi- 
submerged and unseen be- ness of a major oil company such as Cities 
neath the surface. Service exceeds a billion dollars. Without these 
facilities and the skilled men and women who 
operate them, the American petroleum job could 
not be done... and petroleum, next to food, is 
America’s most vital product today. 





Mammoth as it may appear to 
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In creative investment management, statistics are just the beginning. 


Today, more than ever, a sound appraisal of all factors is essential. 


Whether you are concerned with your own investment holdings 


or those of your clients, we invite you to discuss our investment 


services with one of our trust officers. 


The booklet shown above is available on request. 
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Guaranty Trust Company 
of New York 140 BROADWAY, NEW YORK 15 


Capital Funds in excess of $4100,000,000 
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Manufacturers 
Trust has moved Z 
to 44 Wall Street M 
Nt 
W 
om 

In its new headquarters at 44 Wall 
Street, Manufacturers Trust Company CI 
will combine the rich traditions of this So 
historical location with the most pro- Ne 
gressive techniques in modern banking. = 
From this center of the financial world a 
—where industry, business and com- 19, 
merce throughout the free world look = 
for banking leadership, Manufacturers oo 
Trust Company will be able to serve P. 
even better the banking needs of its bs 
customers. M 
y id 
We cordially invite you to visit us in F. 
our new home office. S. 
MANUFACTURERS ; 
l 
TRUST COMPANY FI 
44 Wall Street, New York 15, N. Y. P 
{ 


International Banking Department 
Personal and Corporate Trust Departments Si 
55 Broad Street, New York 15, N. Y. 


Member Federal Deposit Insurance Corporation 
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. . Clifden, Connemara, in 
County Galway, Ireland, will be visited by 
many travelers abroad this spring. Described 
by Thackeray as one of “the most beautiful 
districts that it is ever the fortune of a 
traveler to examine,” this community nestles 
on the edge of the Atlantic with a superb 
background of mountains. It is also a holiday 
resort, offering bathing, boating, fishing and 
tennis, and is the locale of the annual 
Connemara Pony Show held in the late 
summer and combined with exhibitions of 
native arts and crafts. . . . Trust business 
in Ireland is discussed in this issue by the 
Trustee Manager of the Royal Bank of 
Ireland, Ltd. 


Photo from Irish Tourist Office 
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CORRESPONDENCE 





Testamentary Insurance Trust 


In your February issue Mr. Henry 
Cooper, in his article “Testamentary 
Trust For Insurance” discusses an 
amendment to Pennsylvania’s Estates 
Act, permitting the designation of a 
Testamentary Trustee as the beneficiary 
of life insurance proceeds. He suggests 
that since the insurance is payable other- 
wise “than to the estate of the insured,” 
it would be exempt from the Pennsyl- 
vania Inheritance Tax. 

This question was presented to the 
Court of Appeals, Scioto County, Ohio, 
in the matter of Estate of Rothenbuecher, 
76 Ohio Appeals 425 (1945). The Ohio 
Statute (GC 5332-4) provided: 

“Proceeds of policies of life insur- 

ance payable on the death of the in- 
sured otherwise than to estate of the 
insured, shall not be considered as 
property passing within the meaning 
of Section 5332, whether paid directly 
by the insurer to the beneficiaries 
designated in such policies or to a 
trustee designated therein, and to be 
held and managed by such trustee and 
distributed to designated beneficiaries 
under an agreement or declaration of 
trust in the manner as may have been 
prescribed by the insured in said 
agreement or declaration of trust.” 

In its opinion the Court said “The 
Statute contemplates the creation of a 
trust inter vivos and does not exempt 
a trust to be established at some later 
date pursuant to the provisions of de- 
cedent’s will.” 

Interestingly enough, the only decided 
case in the opinion is Meyers’ Estate, 
309 Pennsylvania 581,164A, 611. cited 
by Mr. Cooper. 


Gordon J. Wolf 
Cincinnati 


World-wide Interest 


Your mention of my brochure, “Tax 
Advantages For United States Citizens 
Who Reside in the Virgin Islands, 
U.S.A.,” in the December issue brought 
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requests for the brochure from Los Ave WSS = = = 


geles to London, England, and all points he ja 
hetween. AMERICAN BANKERS ASSOCIATION 


SOUTHERN TRUST CONFERENCE | 


DINKLER PLAZA HOTEL, ATLANTA 




















Horace K. Hays, 
President & Trust Officer 
Trust Company of The Virgin Islands 






























































Charlotte Amalie, MAY 15-16, 1958 
St. The first Southern Trust Conference since 1932 will be held in At- | 
lanta May 15-16. After an address from Walter Kennedy, president. | 
Cover Gem First National Bank, Montgomery, Ala., and president, Trust Division of _ | 
The last issue (Feb.), as well as all the A.B.A., the conference will hear Gilbert T, Stephenson, Pendleton, | 
former ones, was full of things of in- N. C., on Publicizing Trust Charges. He will be followed by Clarence D. | 
terest and help. You are a bloodhound Cowdery, vice president, Boatmen’s National Bank, St. Louis, on Hand-_ | 
for fine things of historic and patriotic ling Businesses in Trust. He is chairman of the Trust Division’s com- | TI 
interest for the front cover. The Edison mittee on this subject. James M. Slay, vice president, Federal Reserve | } du 
home on the February cover is a gem. Bank of Richmond, will speak on Trust Personnel —— Recruiting and | | co 
Congratulations upon your good taste Training. | ta: 
and judgment in making these selec- At the Thursday afternoon session Charles F. Zukoski, Jr., execu- ||) er. 
tions. tive vice president and trust officer, First National Bank of Birming- in 
Rush H. Limbaugh, ham, will discuss The Common Trust Fund and Its Many Advantages Lo 
Cape Girardean, Mo. after which Lloyd B. Raisty, vice president of the Federal Reserve Bank | R. 
of Atlanta will present The Southern Economic Picture Today. A Panel _ \\\\) th 
A A A on Investments will conclude this session, moderated by Henry Toland, | 
: , : " : a. ef 
vice president and trust officer, Exchange National Bank, Tampa. Panel 
Shelor Heads Southern Trust members include: Frank E. Block, Citizens & Southern National Bank: | qu 
Conference Committee Paul E. Manners, First National Bank, Atlanta; Norman S. Welch, | - 
, [rust Company of Georgia; Charles Wray, Fulton National Bank, | y 
The Thursday dinner speaker will.be Sam M. Fleming, president. ha 
Committee members for the Southern Third National Bank, Nashville, whose subject will be A President | ar 
Trust Conference, to be sponsored by Looks at his Trust Department. | th 
the Trust Division of the American The Friday morning session will hear Noel T. Robinson, vice presi- | re 
Bankers Association in Atlanta, May 15- dent and trust officer, Central National Bank & Trust Co., Des Moines. 
16, have been announced by Walter on Trust Department Operations, followed by Thomas P. Bowles, Jr.. 
Kennedy, president of the Division, and on How to Develop Pension and Profit-Sharing Trusts. Mr. Bowles is a | dc 
president of First National Bank of Fellow of the Society of Actuaries and a member of the International pr 
Montgomery. The Conference will be the Congress of Actuaries. J. Ben Moore, vice president and trust officer, | me 
first southern regional gathering of trust First National Bank, Atlanta, will speak on Developing Trust New Busi- | ir 
officers since 1932, drawing from Ala- ness Through Relations with Attorneys, Life Underwriters and Ac- _ | : 
bama, Arkansas, Florida, Georgia, Ken- countants. W. E. Singletary,, vice president, Wachovia Bank & Trust ‘ 
tucky, Louisiana, Mississippi, North Co., Winston-Salem, will then discuss Better Trust Business Through _ '\\\ ™ 
Carolina, South Carolina, Tennessee. Better Selling. Ht fi 
Texas, and Virginia. The Atlanta Clear- The Gusl . Pettus of ill f | ob. Il be 
a jae e e final session on Friday afternoon will feature a panel on Prob Ht 
ing House Association and the Trust lems Relating to Gifts, Short Term Trusts, Marital Deductions and _ | as 
Division of the Georgia Bankers As- Taxation, moderated by John S. Candler I]. Panelists will be Furman | me 
sociation will be hosts. The Committee Smith, Herbert R. Elsas, Inman Brandon and G. Arthur Howell. Jr. All | ‘7 
Chairmen, all of Atlanta, are: ein Mibediin senna. | ey 
General Conference—James C. Shelor, ‘ ___ji te 
vice president of Fulton National Bank. a 
Program—N. Baxter Maddox, senior an eon 
roi ean and Trust officer, First Western Trust Conference dent and senior trust officer, Citizens hi 
. Chairmen Named National Trust & Savings Bank. te 
Finance—Carroll P. Jones, vice presi- Entertainment: Frank L. Humphrey, | 
dent, Trust Company of Georgia. Chairman of the committees for the vice president, Security-First National ¥ 
Hotel and Facilities—Virlyn B. Moore, 32nd Western Regional Trust Confer- Bank. : b 
Jr., vice president and trust officer, Ful- ence, to be sponsored by the Trust Divi- Finance: Frank H. Schmidt. vice 
ton National Bank. sion of the American Bankers Associa- president and executive trust officer, 
Publicity—Wallace Montgomery, trust tion in Los Angeles, October 9-10, as California Bank. Ww. 
officer, Trust Company of Georgia. named by Walter Kennedy, Trust Divi- Hotel: Fay H. Kerns, vice president i; 
Registration and Information—Fay E. sion president, are as follows, all of Los and trust officer. Union Bank. c 
Mewborn, trust officer, First National Angeles, except where otherwise indi- Registration: F. M. Smith, vice presi- l 
Bank. ; cated: dent and trust officer, Bank of America ) 
Entertainment—Frank D. Miller, vice General: Eldridge H. Booth, Jr., N.T.&S.A. t 
president and trust officer, Citizens and senior vice president and senior trust Publicity: Charles F. Kassel aum, a 
Southern National Bank. officer, Title Insurance and Trust Co. vice president and trust officer, ‘“irst p 
AAA Program: F. Miles Flint, vice presi- Western Bank and Trust Co., Pasa ena. 
A 
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10th ANNIVERSARY OF THE MARITAL DEDUC- 
TION was celebrated this month. The intro- 
duction of this quasi-community property 
concept into the Federal estate and gift 
tax law by the Revenue Act of 1948 gen- 
erated history's most revolutionary change 
in the art of will and trust drafting. 
Looking back over the past ten years, John 
R. Golden recounts in this issue (p. 304) 
the early and Sometimes overly cautious 
efforts to comply with the conditions for 
qualification under the Code, the gener- 
ally favorable treatment of many questions 
by the Regulations and the problems which 
have ended up in the courts. While some 
areas remain uncharted, he concludes that 
the course toward effective planning is 
reasonably free of hazards. 


BUSINESS INDICES HAVE CONTINUED ON the 
dour side but a few courageous oracles 
profess to see some signs that the decline 
may be moderating, among them substantial 
inventory liquidation. Consumer spending 
has held well, except in department store 
volume and the motor car sector, where a 
figure of around five million units is 
being mentioned against earlier estimates 
as high as 5.8 million. Orders for new 
machine tools appear to be on the rise, 
Which is interpreted as a hopeful omen 
éven though such items often have a long 
term delivery lag. The expediting of Gov- 
ernment programs and speed-up of procure- 
ment by civilian agencies should likewise 
help but, in general, such projects tend 
to take much time to get under way and, 


at best, are borrowing from tomorrow's 
business. 


N'Y YORK'S RULE AGAINST PERPETUITIES 
Which — with its limitation to two lives 
in | sing -— has plagued Bench, Bar and Fidu- 
Cia ies since 1830, was liberalized by the 
leg slature last month. Under the terms 
of ie two bills, applicable to inter vivos 
tre sfers effective, and wills of decedents 
dyi's, on and after September 1, 1958, the 
ber .ssible period for suspension of the 
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power of alienation is measurable by any 
number of lives in being provided they are 
not so numerous or so designated as to 
make proof of their end unreasonably dif- 
ficult. Retained is the permissible re- 
mainder over in the event the persons to 
whom the remainder is first bequeathed or 
devised die under the age of 21, but the 
qualification as to reasonableness cited 
above has been added. The change does not 
return completely to the common law rule 
which allows 21 years beyond lives in be- 
ing, as well as a specific period of 21 
years independently of lives. 


PENSIONS FOR THE SELF-EMPLOYED — a real- 
ity in Canada and an important subject for 
discussion and possible legislation 
(Jenkins-Keogh) in the United States — 
are discussed by a British actuary from 
the point of view of experience in the 
United Kingdom (p. 313). The so-called 
Trust Schemes have not had wide adoption 
because of the legislative limitations on 
them. 


BERNARD BARUCH SOUNDED A CLEAR NOTE of 
common sense on the Washington scene when 
he again scored the folly of tax reduction 
and termed inflation the nation's greatest 
peril. His advice undoubtedly served to 
bolster, at least for the moment, the 
stand of the financial conservatives but 
its impact upon legislators will, unfor- 
tunately, probably be negligible. 


THE VOLUME AND NUMBER OF FIDUCIARY AC- 
COUNTS is probably the highest tribute 
that people of a community can pay a bank, 
and a mark of the confidence in which .its 
staff is held. Yet most banks make little 
or no reference to this measure of a 
bank's growth and character. 

A check of 333 annual reports for 1957 
shows only 78 that report total trust 
assets and 14 listing total number of 
trust accounts. The large number of trust 
departments that report the percentage 
gain in assets, the amount of percentage 
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gain in earnings, and both the total 
assets and number of participating ac- 
counts in Common Trust Funds is evidence 
that more and more trustmen are seeking 
Some way to express in figures the pub- 
lic's esteem of their department's serv- 
ices. Trust business is no longer in its 
childhood. It deserves public recognition. 


DURING THE FIRST QUARTER, THE STOCK MAR- 
KET turned in a performance superior to 
the standard business indices. Poor re- 
ports for the last quarter and full year 
1957 were expected, hence had slight im- 
pact marketwise but reports from company 
officers indicate that many companies are 
not earning the dividends paid in the 
first quarter. The acid test may come 
when action is due on second quarter 
payments. 


FAVORITE FIFTY STOCKS held by investment 
companies and mutual funds as of the 1957 
year-end (compiled and published by Vickers 
Associates, Inc.) again show Standard Oil 
(N. J.) in first place both dollarwise 
and in number of funds holding it. Ranked 
by dollar value, IBM has in two years 
moved from 19th place to 2nd and Gulf Oil 
from 14th to 5th. Jersey Standard Oil 
and U.S. Steel are the only compan- 
ies to rank in the first five both by 
dollar value and by number of funds hold- 
ing. The compilation is based on holdings 
of 60 closed-end investment companies and 
over 165 mutual funds with total assets 
of about $15 billion. 


IN THE "I WISH I'D SAID THAT" Depart- 
ment belong the succinct observations and 
judgments of the past and future made by 
several of the more courageous and well- 
placed bank presidents and chairmen in 
their yearly reports, which nowadays 
travel far beyond the horizon of stock- 





25th Anniversary of Statement 


mended to banks with trust departments. 


holders and, through the nation's daily 
and trade press, serve to constructivel: 
influence the psychology on which our 
economic development is so dependent. 


CONVERTIBLE ISSUES IN PREFERRED STOCK 
are continuing popular in Common Trust 
Fund investments. A study of the preferred 
Stock segment of the aggregate portfoli 
of 245 Common Trust Funds taken as of the 
available 1957 valuation date nearest to 
the year-end is reported on page 329. Some of 
the most popular among the more than fifty 
convertible issues are: Abbott Laboratories 
4, Celanese 4%, Kaiser Aluminum & Chemical 
4% and 4%, Merck 4, Owens Illinois Glass 
4, Pacific Lighting 4.75, and United Air- 
craft 4 — all held by ten or more Common 
Trust Funds. 


HOW DO YOU HANDLE CORRESPONDENCE? There 
are tnree Schools on this: Kindergarten, 
or putting everything but summoneses from 
the president or the Law on the back table 
hoping that if left there long enough they 
will be answered by Father Time: Grade-to- 
High, or the "casual treatment" in which the 
letter is answered but not the questions; 
Collegiate or Graduate, or the prompt ac- 
curate and courteous reply that gets the 
problem out of the way, pleases and surprises 
the recipient and may even turn away wrath 


and convert it to good-will. Too frequently 


we hear businessmen, lawyers and just 
plain trust beneficiaries or prospects 
complain about another trite or unintelli- 
gible example of bad correspondence prac- 
tices or about the discourtesy of pro- 
crastination and even lack of reply to a 
legitimate inquiry. Crank and goof letters 
are the only ones that deserve File 13 or 
Standard Bug Letter #11. Those who com- 
plain most about lack of time are usually 
the ones who fail to expedite their own 
work. 


In the conduct of their business, 





trust institutions are governed by the | 





of Trust Principles 


In commemoration of the 25th anni- 
versary of the adoption of the American 
Bankers Association’s “A Statement of 
Principles of Trust Institutions,” the 
A.B.A. Trust Division has re-issued the 
statement in a special booklet with a 
silver-colored title plate. The statement 
has endured without amendment since 
its adoption on April 11, 1933. In 1936, 
it was included in the appendix to Regu- 
lation F of the Board of Governors of 
the Federal Reserve System and com- 
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Commenting on the anniversary of the 
statement, Walter Kennedy, Trust Divi- 
sion president and president of The 
First National Bank of Montgomery, 
Ala., said its aims and purposes are best 
described in the words of the foreword: 


This statement of principles has 
been formulated in order that the 
fundamental principles of institutions 
engaged in trust business may be re- 
stated and thereby become better un- 
derstood and recognized by the public, 
as well as by trust institutions, them- 
selves, and in order that it may serve 
as a guide for trust institutions. 


cardinal principle that is common to 
all fiduciary relationships — namely, 
fidelity. Policies predicated upon this 
principle have for their objective its 
expression in terms of safety, good 
management, and personal service. 
Practices developed under these poli- 
cies are designed to promote efficiency 
in administration and operation. 


The fact that the services performed 
by trust institutions have become an 
integral part of the social and °co- 
nomic structure of the United States 
makes the principles of such inst 'tu- 
tions a matter of public interest. 
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A DECADE WITH THE Marita Depuction 


Review of Ten Years’ Developments Charts Safer Drafting Cour » 


JOHN R. GOLDEN 


4 


Trust Counsel, Harris Trust and Savings Bank, Chicago, Illinois 


HE MaritaL DEDUCTION HAS NOW 

been an integral part of our estate 
tax structure for ten years. Its purpose 
was to give to all married persons the 
same tax benefits then enjoyed by resi- 
dents of community property states due 
to their concepts of property ownership. 
The marital deduction has already had 
a more profound effect upon the plan- 
ning of family estates than any other 
single piece of legislation since the estate 
tax law was first enacted and it seems 
likely that it will continue to be a major 
factor in planning the estates of married 
persons for the foreseeable future. 


Hectic Early Days 


With the enactment of the Revenue 
Act of 1948, the marital deduction, like 
Sputnik, was with us almost before we 
were aware of its imminence. Perhaps 
never before were so many persons urged 
in so short a time and in so many ways 
to see their attorneys about revising 
their wills. The problem was immediate; 
the death of a client before his will could 
be revised might preclude all benefit of 
the new deduction. There was no time to 
consider the niceties of planning and 
drafting, or to give more than passing 
thought to the unknown problems which 
might be expected to arise through the 
use of this new deduction. It was a mat- 
ter of first things first. 

The overnight need was to review the 
estate arrangements of each client; to 
determine whether or not the marital 
deduction should be used and if so to 
what extent; and to draft an instrument 
which would avoid the many pitfalls 
which might endanger its allowance. 

Use of the marital deduction during 
the early years was largely based upon 
rules of thumb observations and the 
“mathematics” of each client’s estate. 
First impressions limited its use to those 
situations where an over-all reduction of 
taxes would be realized in the combined 
estates of both spouses. When each 
spouse owned a substantial estate it was 
generally regarded as inadvisable to use 
the marital deduction, particularly so 
for the spouse having the smaller estate. 
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Various charts, tax 
tables, calculators 
and experience it- 
self have since 
demonstrated that 
such early conclu- 
sions were not 
necessarily correct. 
Initially, the de- 
duction was either 
taken in full or ignored entirely. 
Continued experience with the mari- 
tal deduction as an estate planning de- 
vice has shown that it may profitably be 
employed even though its use might be 
expected to result in greater combined 
taxes in both estates. The advantages re- 
sulting from a tax deferment in the 
estate of the spouse first to die may well 
justify a possible penalty in the form of 
additional taxes in the second estate. 
This is particularly true when the life 
expectancy of the surviving spouse is 
such that the income on the tax defer- 
ment in the first estate can reasonably 
be expected to equal or exceed the addi- 
tional taxes payable in the second estate. 
The “bird-in-the-hand” approach has 
strong adherents and there is always the 
possibility that the impact of the second 
tax can be reduced through lifetime gifts. 
There are other reasons for taking 
advantage of the marital deduction even 
though it may not afford an ultimate 
tax saving as, for example, when the 
estate of the husband consists largely of 
unmarketable assets which can only be 
liquidated at a substantial sacrifice. A 
postponement of tax at the husband’s 
death might in those circumstances be a 
sound investment. It is important. how- 
ever, in all cases where use of the deduc- 
tion may result in higher combined 
taxes, to eliminate the customary clause 
creating a presumption of the wife’s 
survivorship in the case of simultaneous 
deaths. The deduction should be condi- 
tioned upon the wife’s survival for the 
six-month period permitted by the code. 





JOHN R. GOLDEN 


Formula Psychology 


In passing the marital deduction law 
Congress offered married persons a tax 


advantage which, within certain limits, 
could be had for the asking. It is not 
surprising, therefore, that it should have 
been so generally regarded as imperative 
to obtain the maximum deduction allow- 
able under the law. It was this psychol- 
ogy which decreed the formula deduc- 
tion. 


The statute requires that in valuing 
the interest passing to the surviving 
spouse there must be taken into account 
the effect thereon of any taxes which 
might be assessed against such interest.! 
Since most wills drafted prior to 1948 
provided for the payment of taxes from 
the residuary estate it seemed that any 
attempt to provide for the wife as a resi- 
duary legatee, as might normally have 
been expected, would result in some- 
thing less than the full deduction. In 
commenting upon this problem in an 
early article.* the writer said: 


“Due to technicalities of the law it 
will not be practical to use the resi- 
duary clause of the will in setting up 
the trust qualifying for the marital 
deduction. Use of the residuary trust 
would involve complications similar 
to those in computing the value of re- 
mainder gifts to charity since the 
value of the property passing to the 
trust could not be determined without 
reference to the federal estate tax ap- 
plicable thereto and such tax must 
first take into consideration the 
amount of the marital deduction. A 
practical solution to the problem is the 
creation of two separate trusts. The 
first trust should be created by a be- 
quest qualifying under the marital de- 
duction provisions of the new law, 
and the second, or non-qualifying 
trust, should be set up under the resi- 
duary clause as in the past.” 


Other early writers and lecturers on 
the subject of the marital deduction 
reached much the same conclusion. and 
lawyers were generally admonished to 
avoid the use of a residuary bequest to 
the spouse if they desired to obtain the 
maximum deduction. The result was the 
almost universal use of the so-c:lled 





1Sec. 812(e) (1) (E), IRC 1939; sec. 2056(b> (4), 
IRC 1954. 

2The Marital Deduction — Its Effects on T sts, 
86 TRUSTS AND ESTATES 367 (May 1948). 
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“pecuniary formula” bequest for obtain- 
ing ‘he maximum marital deduction. 

Upon further deliberation, resulting 
to some extent from administrative and 
tax problems which were arising under 
early marital deduction wills, the writer 
felt that the residuary clause, with minor 
modifications, could be used not only to 
obtain the maximum marital deduction 
but also to eliminate many of the prob- 
lems inherent in the pecuniary formula. 
These views were expressed in two 
articles which appeared in TRUSTS AND 
Estates in 1950 and 1951.% 

In 1953, upon the occasion of the fifth 
anniversary of the marital deduction, 
Robert M. Lovell, vice president of The 
Hanover Bank, conducted a_ survey 
among trust companies.* One of the 
questions asked was this: “Which do you 
prefer, a formula clause which (a) meas- 
ures the dollar amount of the marital 
legacy or (b) one that measures a frac- 
tional share of the residue?” Mr. Lovell 
reported that the trust companies indi- 
cated a preference for the fractional 
share of residue formula by a ratio of 6 
to l. 

A recent report’ of a committee of the 
American Bar Association reached the 
conclusion that “the pecuniary formula 
gives rise to more tax problems or prob- 
lems of conflicting interest than the per- 
centage of residue formula.” Although 
the principal difference of opinion 
among lawyers up to this time seems to 
relate to the type of formula to be em- 
ployed, there are some who feel that 
the use of any formula clause should be 
avoided.® 


84 Residue Formula for Maximum Marital De- 
duction, Vol. 89, No. 11 (November 1950); The 
Residue Formula as an Aid to the Executor, Vol. 
90, No. 12 (December 1951). 

‘Administering The Marital Deduction — A 
Summary of Five Years’ Experience, 92 TRUSTS 
AND ESTATES, 812, 813 (1953). 

‘Bronston, Tax Problems of Formula Type of 
Marital Deduction Bequest, 1957 Proceedings of 
Probate and Trust Law Divisions, Section of Real 
Property, Probate and Trust Law, p. 111; 96 
TRUsTs AND ESTATES 887 (1957). 

*For a discussion of the pros and cons of formu- 
la and non-formula clauses, see Trachtman, Leap- 
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Evolution of Drafting Techniques 


An analysis of some of the estates pro- 
bated under early marital deduction 
wills reveals the areas of the new law 
about which lawyers felt the greatest 
qualms, and the extent to which they 
bent over backwards to avoid a possible 
disallowance of the deduction. A resume 
of some of these will help to trace the 
evolution of drafting techniques during 
this formative period. 

1. Income of Trust A (marital trust) 
accrued at death of wife. Since the code 





ing in the Dark, 93 TRUSTS AND ESTATES 922 
(1954), and Sargent, To Each His Own, 93 TRUSTS 
AND ESTATES 933 (1954). 


provided that the wife must be entitled 
to all of the income, it was thought by 
many that a power of appointment alone 
over income accrued between the date of 
the last payment to her and the date of 
her death might not be sufficient. It was 
frequently provided that such accruals 
should be paid to the wife’s estate, while 
the corpus, in default of appointment, 
was normally added to Trust B (non- 
marital trust). Regulations promulgated 
in May 1949 removed all questions as 
to the necessity of this procedure by 
specifically providing that “as respects 
the income for the period between the 
last distribution date and the date of 
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the spouse’s death, it is sufficient if such 
income is subject to the spouse’s power 
to appoint.”? 

2. Power of trustee to allocate receipts 
and expenses between income and 
corpus. This standard power was in- 
itially omitted as to Trust A since it was 
feared that it might be considered a re- 
striction upon the wife’s right to all of 
the income. This doubt was also resolved 
by the regulations which made it clear 
that administrative powers of such a 
nature that local courts would impose 
reasonable restrictions upon their exer- 
cise would not endanger the deduction. 
Among the powers which will not dis- 
qualify the trust are “the power to allo- 
cate receipts between income and corpus, 
the power to determine the charges 
which shall be made against income and 
corpus, ...”® 

3. Power to retain unproductive 
assets. This appeared to be a power 
which would endanger the deduction 
since it could limit the wife’s right to 
income. The regulations, to the surprise 
of many, made it clear that a power to 
retain unproductive assets would not 
disqualify “if the applicable rules for 
the administration of the trust require 
the trustee to either make the property 
productive or to convert it within a 
reasonable time . . . or to use the de- 
gree of judgment and care in the exer- 
cise of the power which a prudent man 
would use if he were owner of the trust 
assets.” Also, a power to retain a resi- 
dence for the wife would not disqualify.® 
Notwithstanding these provisions of the 
regulations, it is still common drafting 
practice to give the wife a power to di- 
rect the trustee to convert unproductive 
assets into income producing property. 

4. Use of spendthrift provisions. Early 
marital deduction wills eliminated cus- 
tomary spendthrift provisions with re- 
spect to Trust A. The regulations made 
it clear, however, that the requisite right 
of the wife to all of the income of the 
trust would not be deemed to be im- 
paired merely because of a provision 
that the wife’s right to income “shall not 
be subject to assignment, alienation, 
pledge, attachment or claims of credi- 
tors.””1° 

5. Power to apply income for the 
benefit of a minor or incompetent bene- 
ficiary. Standard trust provisions cus- 
tomarily empower the trustee to make 
payments to beneficiaries in several al- 
ternative ways, as for example: (a) di- 

Regs. 105, Sec. 81.47a(C); proposed regs. Sec. 
20.2056 (b) -5 (f) (8). 

®Regs. 105, Sec. 8147a(C); proposed regs. Sec. 
20.2056 (b) -5(f) (4). - 


*Ibid, note 8. 


1°Regs. 105, Sec. 81.47a(C); proposed regs. Sec. 
20.2056 (b)5(f£) (7). 
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rectly to the beneficiary; (b) to the legal 
representative; (c) to a friend or rela- 
tive; or (d) by using the payment di- 
rectly for the benefit of such beneficiary. 
To retain this power with respect to 
Trust A was also considered dangerous 
until the regulations specifically pro- 
vided that “the power to apply the in- 
come for the benefit of the spouse” 
would not disqualify where local courts 
would impose reasonable limitations 
upon its exercise.'! 

6. Power to administer several trusts 
as a common fund. The usual trust 
power to hold several trust estates as a 
common fund and to assign undivided 
interests therein was avoided as to Trust 
A until regulations made it clear that 
“an undivided interest in property may 
constitute the corpus of a trust.”!” 

There were other “boiler-plate” pro- 
visions common to trust instruments 
which were either omitted or modified 
as to Trust A during the first few years. 
but for the most part the usual and cus- 
tomary administrative powers conferred 
upon the trustee are no longer regarded 
as endangering the allowance of the 
marital deduction. 


Life Estate with Power to Consume 


The underlying purpose of some of 
the very technical language of the mari- 
tal deduction law is to make certain that 
there will be picked up as a part of the 
wife’s estate whatever passes to her as a 
marital deduction to the extent, at least. 
that she has not consumed or given it 
away. Consequently, those _ interests 
which may fail because of lapse of time 
or the happening of some event or con- 
tingency do not qualify if it is possible 
that some person other than the wife 
may possess or enjoy any part of such 
property upon the termination of the 
wife’s interest. 

Under the provisions of the marital 
deduction law as originally enacted, a 
life estate given to the wife constituted 
a terminable interest which did not 
qualify unless coupled with other in- 
terests and powers so that it was tanta- 
mount to absolute ownership. A great 
number of the early court decisions were 
concerned with this question. 

In Estate of Evilsizor,1* decedent de- 
vised her real estate to her husband for 
life with remainder to her children but 
authorized her husband to dispose of 
the property if he deemed it to be for 
his best interests. The court held that 
under Ohio law the husband’s interest 
was not enlarged to a fee interest by 

“Tbid, note 8. 

12Regs. 105, Sec. 81.47a(C); proposed regs. Sec. 


20.2056 (b) 5 (a). 
1327 T.C. 710 (1957). 


reason of his power of disposal «id 
denied the deduction. 

In another case'* the decedent left .:s 
property to his wife to be used as «he 
pleased, with the residue upon her desth 
to go to others. Although the wife could 
consume the property so that nothing 
would remain to pass to others, ‘he 
terest which would qualify. 

In a very similar case’® a wife ef 
her estate to her husband “in fee simple 
but provided that if any part remained 
at his death it should pass to othiers. 
In spite of this strong language of vest- 
ing and the fact that no restrictions were 
placed upon the husband’s lifetime use 
or disposal of the property, it was held 
that the husband did not have a fee in- 
terest which would qualify for the de- 
duction. 

In two other cases’ decided by dis- 
trict courts, wives were bequeathed the 
residuary estates with broad powers to 
use and enjoy the principal during their 
lifetimes but with remainders over to 
others at their deaths. These were held 
under Florida and Kentucky law to be 
life estates which did not qualify. 

In a very recent decision of the Second 
Circuit,!* a New York decedent be- 
queathed his residuary estate to his wife 
“for the term of her natural life, with 
full power to use, enjoy, sell or dispose 
of the income or principal thereof . . . as 
she in her uncontrolled discretion may 
choose . . .” The will further provided, 
however, “that she shall have no power 
over the disposition of such part there- 
of as remains unexpended at the time 
of her death.” It was argued that this 
language created a fee simple absolute 
interest in the widow under New York 
law which determines the nature of the 
wife’s interest, and that it should there- 
fore qualify for the marital deduction. 
In answering this argument and denying 
the deduction the court said: 


“This position is untenable, how- 
ever, because one of the most sig- 
nificant elements of absolute owner- 
ship is the power of the owner to 
determine to whom the property shall 
pass upon his death . . . Since Mrs. 
Pipe cannot make a testamentary dis- 
position of any part of this estate, 
her interest is not converted into a 
fee simple absolute .. .” 


Cases on Other Terminable 
Interests 


The foregoing decisions all dealt with 
(Continued on page 355) 


4Estate of Howell, 28 T.C., No. 142 (1957) 

15Estate of McGehee, 28 T.C. 412 (1957). 

16Estate of Cass, 57-1 USTC 411,692 (D. S.D., 
Fla., 1957); Estate of Boyd, 58-1 USTC {11,737 
(D., W.D., Ky., 1957). 

17Estate of Pipe v. Com., 241 F. 2d 210 ( 
1957), aff’g. 23 TC 99, cert. den. 10-4-57. 
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Compressors provide air for operation of 

the Pennsylvania Railroad’s automatic classi- 

fication yard, the world’s largest at Con- 
way, Pennsylvania. 


S WITH THE MEDICAL PRACTITIONER, 
A the services of the heavy machinery 
manufacturing industry are most highly 
regarded when most acutely needed. 
Covering many categories, some distinct 
and some overlapping, operation of most 
manufacturing industries and _ service 
facilities would be impossible without 
the equipment which it provides. But 
the penalty which the companies in this 
group pay investmentwise is, in general, 
that of inclusion in the “cyclical” classi- 
fication with consequent downgrading of 
acceptance among sophisticated inves- 
tors. Their cause does not need to be 
a hopeless one, however, if effort and 
intelligence are devoted by management 
to improving existing product lines and 
exploring possibilities for expansion to 
provide a broader base, as evidenced 
from discussion with officials of the 
Worthington Corporation. 

Worthington has been building ma- 
chinery for 117 years but its era of ex- 
pansion into broader markets goes back 
about ten years, at which time manage- 
ment decided that operations were too 
vulnerable to changing business con- 
ditions. The order of the day was, not 
exclusively but preponderantly, an ac- 
cent upon large custom-engineered 
equipment jobs for industry, a situa- 
tion which really qualified the company 
for inclusion in the cyclical group. Since 
then, even as plants were being gradu- 
ally brought up to top operating eff- 
ciency and facilities expanded, along 
with acquisition of certain new divisions 
which seemed to complement existing 
lines, profits have remained markedly 
consistent. The new look, the result of 
this long-range plan, appears to have 
proven itself thus far quite conclusively. 

Although the company still continues 
to turn out a multitude of, “heavy” 
products such as steam turbines, en- 
gines, compressors, condensers and elec- 
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trical machinery, it now can boast 20 
main product lines manufactured by 17 
autonomous divisions which find their 
markets in practically all industrial areas 
which require generation and transmis- 
sion of power or handling of air, gases 
or liquids. In spite of tough competition, 
it has carved out a top spot in synchron- 
ous electrical motors and electrical distri- 
bution equipment; its line of Mason- 
Neilan valves, regulators and control in- 
struments is growing domestically and 
overseas, while entry has been made 
likewise into the home air-conditioning 
markets with a line of standard units. 





Worthington 


These activities are mentioned only as 
an indication of the range of company 
products and of management’s willing- 
ness to broaden the scope of operations 
as profitable occasions arise, although 
it is abundantly clear that mergers are 
not sought to build volume. 


No Gloom Here 


But everyone knows that this year will 
register a substantial deferment or cut- 
back in industrial plant and equipment 
capital spending and that companies pri- 
marily dependent upon such activities 
are probably in for some tough sledding. 
In common with other companies, 
Worthington’s incoming orders started 
to slacken in the last four months of 
1957. High rate shipments against orders 
in hand right up to the end of the year 
enabled them to close out a record year 
of $191.5 million in shipments and $6.32 
per share earned, however. Whai’s the 
outlook for 1958? 

Surprisingly enough, Mr. Ramsey re- 
ported that the 1957 closing backlog of 
$86 million had risen at mid-March to 
around $90. million, indicating expecta- 
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Mason-Neilan valves and instruments are used in the control system of the Sidon Terminal 
and five pumping stations of the trans-Arabian Pipe Line. 


tion of normal production schedules 
beyond midyear, at least. Even allowing 
for possible second half deterioration, 
Mr. Ramsey expects current year ship- 
ments to closely approximate last year’s. 
New labor contracts are not being ne- 
gotiated in 1958 and increased material 
costs, if any, can be more readily passed 
on in the capital goods area than in 
consumer items, with the possible ex- 
ception of highly-competitive residential 
air-conditioning units, hence profit mar- 
gins may be reasonably maintained. 
While specially-engineered installations 
may ease a bit, standard lines now repre- 
sent an important outlet (roughly 50% ) 
and some of the company’s best cus- 
tomers, such as the utilities with 13% 
of total sales, chemical and petroleum 
with 11% and marine, general manufac- 
turing and construction with 22% com- 
bined, are among the industries which 
either are least affected by the current 
decline or should snap back most rapid- 
ly. Export shipments which totalled $25 
million in 1957, have also held up well 
in the first two months of this year. 
This, then, is the backdrop for man- 
agement’s quiet confidence in a well- 
maintained level of operations this year. 
For ihe next decade, especially, their 
optim'sm foresees substantial growth, 
and » 50% rise in sales volume in the 
coming five years is, in their opinion, 
quite within reason. Based upon 1957 
sales. his would represent around $285 
milli: and would call for additional 
mani icturing facilities, present normal 
capac _y being in the $250 million range. 
Bu more business is not the answer 
unles it is profitable, as witnessed by 
the it-throat competition in many 
large engineered air-conditioning con- 
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tracts, and management has several rea- 
sons for the belief that margins on this 
hoped-for volume step-up will be even 
better than currently. First of all, the 
autonomy given division management 
since 1956, of which more later, should 
continue to be a spur to efficient opera- 
tion through incentive rewards. Second- 
ly, plant and processes have been im- 
proved and, thirdly, with an ever-grow- 
ing increase in the percentage of stand- 
ard products, plus the flexibility per- 
mitted by the engineered interchange- 
ability of many parts, such as for pumps, 
the profit picture should better. 

Questioning by the panel brought out 
that 1957 was disappointing in some 
respects despite its record figures. The 
air-conditioning divisions were not so 
profitable as had been hoped for, either 
in the engineered or standard unit sec- 
tors, and sales of truck-mounted concrete 
mixers declined with unfavorable indus- 
try conditions. Nevertheless, manage- 
ment’s judgment is that each division, as 
it now stands, is basically sound and 
will be continued until the outlook 
for its profitability is altered. In short, 
the present makeup is the result of sift- 
ing, elimination and acquisition and, 
while new units may be added if they 
fit into or supplement present lines, 
mergers for merger sake are taboo. Like- 
wise, management caliber is carefully 
screened before any projected expansion, 
from the viewpoint of fitting into the 
corporation policy of practical plant 
autonomy. 


Diversified Outlets 


Evidence of progress in reducing the 
former preponderance of custom-engi- 
neered work is found in the fact that 


51% of shipments flow through second- 
ary channels of distribution and around 
16% of sales volume represents replace- 
ment parts. Replacement business is 
profitable, corresponding to “selling 
razor blades,” but there comes a point 
beyond which repair is uneconomical. 
Meanwhile, in the pump line particu- 
larly, the trend toward higher operating 
speeds and handling of corrosive liquids 
makes for rapid wear and good parts 
business. Another plus factor, the 
interchangeability of pump parts, is a 
development worked out specifically to 
expedite service, reduce manufacturing 
and inventory problems, and broaden 
sales appeal, all helping the profit mar- 
gin. What this boils down to is that from 
600 stock parts, combinations of some- 
thing like 60,000 pumps for various pur- 
poses can be made; assembly at sub- 
plants becomes feasible and availability 
of service parts in world ports helps to 
sell applications of Worthington marine 
products. 

Current distribution of the corpora- 
tion’s products by industry is approxi- 
mately as, follows: 


Air conditioning and refrig- 


TS ee 
Marine and general manufac- 

TS RT ee 
Public wilitics —......... 13 
Natural gas and petroleum __ 11 
Chemicals and petrochemicals 11 
Governmental entities __..___ 10 
Water supply and sewage dis- 

DOE iin ccrctncelss Te 
Construction 7 
Miscellaneous .—....._._..... § 








Net Billings 


MILLIONS OF DOLLARS 











we UMC 


Trend of Worthington’s business as shown 
in annual report for 1957. 
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Looking Ahead 


On the financial front, Chairman 
Ramsey noted that the 1957 annual cash 
dividend rate of $2.50, supplemented by 
a 2% dividend in stock, represented a 
total of $3.50 at the current price of the 
stock. Because of needs for expansion 
of facilities, which came to $6.3 million 
in 1957, the stock dividend has been de- 
cided upon in each of the past two years 
to conserve cash. Projected outlays for 
1958 will be in the neighborhood. of 
$4 million with the objective of greater 
efficiency rather than expansion of physi- 
cal plant. While no statements were 
made as to stock dividends as a con- 
tinuing policy, it was abundantly clear 
that the company officials were con- 
fident of the soundness of the present 
cash dividend and of the earning poten- 
tial of the company. 

Worthington is keeping aggressively 
abreast of nuclear developments and, 
while it has no ambitions toward re- 
actor design or construction, has made 
significant progress in furnishing con- 
densers, circulating pumps and other 
auxiliary equipment specially suited for 
the exacting requirements of this field, 
including the first deaerating feedwater 
heaters for nuclear submarines, which 
must be light but strong enough to meet 
shocks of explosion and underwater 
operation in general. Management ap- 
parently has the intention of being 
ready for any profitable developments 
in this new “plumbing hardware” sector 
as they unfold. 

The importance placed upon the com- 
pany’s policy of divisional responsibility 
was highlighted by frequent references 
made during the discussion. Each gen- 
eral manager prepares an operating 
forecast which is checked against studies 
by the sales and engineering divisions 
at the home office and a sensible target 
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determined. Perform- 
ance can thus be 
gauged and _ profita- 
bility weighed by cal- 
culation of gross cap- 
ital investment in 
each operation. 

An example of the 
stress placed upon 
personnel was cited 
in the acquisition 
of Mason-Neilan Con- 
trols, where the top 
executive echelon was 
on the upper age side. 
Not long after inte- 
gration into the or- 
ganization, it became possible to move 
the second group into top command 
and, as expected from _pre-merger 
screening, their performance has been 
eminently satisfactory. It is the function 
of the head office officials to act some- 
what in the role of consultants in the 
specific responsibilities assigned them 
and to help work out any unusual kinks 
which may arise at the local level. Under 
this system divisional managers accept 
responsibility for results without the 
feeling that top brass is constantly rid- 
ing herd on them but, at the same time, 
know that specialized technical and man- 
agerial help is always available. 

Although percentages of sales volume 
or dollar amounts were not disclosed, 
Worthington appears to be aggressive 
in research, with each division handling 
its own product development work. The 
headquarters engineering staff takes over 
special design and construction which 
can be best done there, as well as en- 
gaging in broader fields of possible fu- 
ture importance. Possibly the term basic 
research could be applied to some of 
its projects, 

The company also works cooperatively 


> 
ev 
Sewage and water works installations require generators, pumps and other 
Shown is the Miami Sewage Treatment Plant. 


equipment. 


Six E-M synchronous motors, totalling 





36,000 horsepower, 


drive 
pulp grinders in the Tennessee mill of Bowaters Southern Paper 
Corp. 


with MIT, CalTech, Stevens Institute of 
Technology and several other institutions 
in research projects. Additionally. ad- 
vanced education is encouraged among 
its personnel, many of whom are pur- 
suing courses in various lines, not neces- 
sarily all technical. The present practice 
is for two thirds of the tuition cost to be 
met by the company and the balance by 
the employee as an earnest of his sin- 
cerity. 

In addition to the very considerable 
domestic research and development. con- 
struction of a new laboratory in Ham- 
burg at the German affiliate plant has 
given the company access to German 
technical knowledge and _ skills which 
may prove valuable in the future. An 
example in point is experimental work 
being conducted there in high speed 
pumping equipment for ships. Addition- 
ally, its Director of Research is a 
former prominent German scientist and 
his contacts may likewise prove helpful 
in keeping abreast of German scientific 
achievements. 


Queried as to the stimulus from the 
vaunted Federal Road Program. the 
consensus was that it would undoubted- 
ly spur demand for construction equip- 
ment and materials but that its effects 
would not begin to be felt for another 
six months to a year. Enactment of the 
legislation, meanwhile. has resulted in 
curtailment or suspension of some state 
and local programs to avoid possible 
duplication of routes. 

Although each division has its own 
headquarters sales force, related lines 
are field marketed by the Marketing 
Division to avoid multiple contacts and 
expense. Only certain raw material pur- 
chases are centralized through head- 
quarters but, in any event, every e//ort 
is exerted in handling divisional »ur- 
chasing to assure that good custo: ers 
of another division, for example, are ot 


(Continued on page 323) 
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SOUTHERN CALIFORNIA EDISON COMPANY 






REVENUE AND SALES 


Gross Revenue rose to $218,818,527 
or 11.4% over 1956. Net income de- 
clined 5.2% to $31,567,303, due to 
inflated operating costs, below aver- 
age water conditions and the high 
cost of new capital. 





CUSTOMERS 


Total meters on the Company's sys- 





tem passed the 1.5 million mark. The = = 


66,557 additional meters connected 
in 1957 was equivalent to the re- 
quirements of a community of nearly 


200,000 people. 





GENERATION 


Electric energy transmitted of 15 billion kwh was 
more than twice the amount transmitted ten years 
earlier. The annual system load factor was 65.2% 


PLANT EXPANSION 
Electric plant investment increased 
$119,847,480 during 1957 to $1,- 
134,163,132. Two steam units were 
completed, each with 175,000 kw ca- 
pacity. Five new generating units are 
under construction. 





FINANCING 


Through the sale of three issues of 
First and Refunding Mortgage Bonds, 
$117,326,875 of new money was ob- 
tained during 1957 at the highest bond 
money cost prevailing in 25 years. 


compared with 63.1% in 1956. 


Southern California Edison Company continued 
its dynamic program of expansion in 1957 by in- 
vesting more millions than ever before in new 
electric plant and equipment. 

Although 1957 was a year in which many new 
records were established, earnings per common 
share declined from $3.39 in 1956 to $3.03, em- 
phasizing the need for a rate increase. New rate 
levels authorized by the California Public Utilities 
Commission October 15, 1957 became effective No- 
vember 9, 1957. The new rates were designed to 
produce a rate of return of 6.25% on a depreciated 
book-cost rate base and to provide additional rev- 
enue of $25,000,000 annually at the 1957 estimated 
sales level. 

A license was issued by the Federal Power Com- 
mission on December 30, 1957, and authorization 


of the California Public Utilities Commission was 
received on January 21, 1958 for the construction 
of the Mammoth Pool Hydroelectric Project. Ad- 
ditional generation at Mammoth, plus re-use of the 
water downstream, will provide an average annual 
increase of 636 million kilowatt-hours at the Com- 
pany’s Big Creek-San Joaquin River Hydroelectric 
Development. 

Under a contract with Atomics International, a 
division of North American Aviation, Inc., the 
Company has installed generating equipment ad- 
jacent to an experimental sodium-graphite nuclear 
reactor near Santa Susana. Electric power was pro- 
duced from this source and distributed to Edison 
customers on July 12, 1957. This was the first time 
that a privately-owned electric utility generated 
and distributed electric energy on a commercial 
basis from a non-military reactor. 








Apri 


CONDENSED CONSOLIDATED BALANCE 
December 31, 1957 





ASSETS 
Electric Plant ae $1,134,163,132 
Investments & Other Assets . 9,674,433 
Current Assets . 96,156,986 
Deferred Charges . 4,519,674 
Capital Stock Expense 3,208,150 
TOTAL ASSETS . $1,247,722,375 








SOUTHERN CALIFORNIA 


EDISON BUILDING ¢ 601 WEST FIFTH STREET 


SHEET 


LIABILITIES 


Stated Capital and Surplus . $ 456,374,643 





Long Term Debt 510,213,000 
Current Liabilities . ‘ 69,351,687 
Depreciation Reserve. . . 183,746,125 
Other Reserves & Liabilities . 28,036,920 

TOTAL LIABILITIES . $1,247,722,375 








COMPANY 


LOS ANGELES 53, CALIF. 








1958 
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A NATIONAL ESTATE PLANNERS ASSOCIATION 


HARRY GREENSFELDER, Jr., €.L.U.* 


President, Financial Planning Company, St. Louis, Missouri 


F WE WANT TO SEE A BETTER FUTURE 

for the profession of Estate Planning, 
I have two recommendations, the first 
immediate, the second long-range. 

The first recommendation is that those 
in the four professions who specialize in 
and are devoted to estate planning form 
a nation-wide organization of estate 
planners—an organization which will 
take us to task to realize our mutual 
obligations for the benefit of our clients, 
for ourselves, and for society in general. 

The second recommendation, which 
will be a normal outgrowth of the first, is 
formation of a new profession, the pro- 
fession of estate planners—not just a 
title. Today’s insurance underwriters, at- 
torneys, trust officers, and accountants 
could tomorrow be “Estate Planners.” 
Each one of us might qualify as we have 
qualified for our other professions by 
passing rigid examinations and being 
licensed to practice. We will be qualified 
then, in addition to our own present pro- 
fessions, as for example, some attorneys 
are permitted to practice before the 
Supreme Court. 

This may come as a new thought and 
therefore, receive the original automatic 
“no.” But why? If we had such an 
Estate Planner designation on a profes- 
sional level, each practitioner would be 
conversant with the legal, accounting, 
administrative, and insurance knowledge 
that is required in today’s estate plan- 
ning. Then it would make no difference 
who was doing the total job. It would be 
managed by a specialist, relatively know- 
ledgeable in all four fields. Note that I 
said “relatively knowledgeable.” The 
other professions would still be needed. 

This will call for statesmanship in 
estate planning; this will mean looking 
into the future and anticipating its 
needs; this will mean subordinating in- 
dividual differences for the betterment 
of a new profession. This means finally 
that individual ego would be subordin- 
ated to a common cause wherein we will 
all play a part in setting the standards. 

Thus it would make no difference who 

*The first part of this paper, presented at the 
February meeting of the Estate Planning Council 
of Oklahoma City, dealt with the often conflicting 
interests of the four members of the estate plan- 
ning team and the reasons therefor. Then followed 


the author’s recommendations for solution, printed 
here. 
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practiced the profession of Estate Plan- 
ning so long as he passed the proper 
examinations. It might be any one of 
our professions, or an engineer, or an 
economist, or a psychologist, or an 
actuary- This new Estate Planner would 
then become a financial architect of 
the future. 

This Financial Architect, being a 
specialist, would be in full control of an 
estate planning problem. He would set 
the specifications, prepare the blueprints 
and call in the various consultants and 
contractors—the lawyer, the accountant, 
the trust officer, the insurance man, and 
anyone else who may be required. This 
person might well double as the archi- 
tect and one of the necessary contrac- 
tors. The more fully qualified he is, the 
more he will recognize that he must turn 
over the general contracting to the 
lawyer, who in the last analysis, must 
see that the structure stands together. 
We would not be weakening each of our 
respective professions, but strengthening 
them. 

An analogy to the medical profession 
supports my case. The field of medicine 
is becoming more and more complex. 
Today’s doctors have to specialize and 
know everything there is about each 
small segment of illness. A patient goes 
for a general physical check-up and the 
internist notes a skin eruption. There- 
upon he sends the patient to the derma- 
tologist who finds no specific etiology, 
thinking however that surgery may 
alleviate the situation. He sends the 
patient to the surgeon who finds nothing 
wrong physically, and therefore comes 
to the conclusion that the eruption is 
caused by mental conflicts and sends 
the patient to the psychiatrist for 
therapy. 

The point is that the client (patient) 
did not conclude that the internist did 
not know his profession because he was 
sent to a dermatologist, and so on. In 
fact, he pays the internist fees for the 
services rendered in so deftly having 
isolated the causative factor by eliminat- 
ing all others. 

Now the internist, the dermatologist, 
the surgeon, the psychiatrist, do not find 
it necessary to be jealous of each other 
nor to compete with each other. They 


help each other, referring their paticits 
to each other for the benefit of ihe 
patient, without there ever being a ques- 
tion of who should get the fee. All are 
entitled to it, for all have rendered an 
important and necessary service. 

Our parallel is obvious. The Estate 
Planner, this new Financial Architect, 
could be compared to the internist who 
more or less takes care of the client’s 
general financial health, charting his 
financial health pattern, but consulting 
the lawyer, the accountant, the trust 
officer, the life underwriter for  spe- 
cialized skills to safeguard that health. 

To accomplish this objection, we must 
work first for a proper code and, then, 
for the enactment of laws in the various 
states setting up proper qualifications 
for uniformly high standards. Let us 
make Estate Planning Councils some- 
thing more than a Breakfast, Luncheon, 
or Dinner Club. These councils can 
spearhead and pioneer a movement for 
a National Estate Planners Association. 
The public will profit, each of the profes- 
sions will profit, and doubt, suspicion, 
and misunderstanding will be replaced 
by faith, confidence, and mutual under- 
standing. 

A A A 
Bank Finds Lawyers’ Dinners 
Effective 

A dinner for local attorneys is an an- 
nual affair at Oneida National Bank & 
Trust Co., Utica, N. Y. Last year the 
attorneys from the Oneida, Herkimer 
and Madison Bar Associations were in- 
vited. Speakers over the years have in- 
cluded Professor A. James Casner of the 
Harvard Law School on estate planning: 
Professor Raymond Rodgers of New 
York University School of Commerce on 
trust investments; Earl R. Hudson, presi- 
dent of Kennedy Sinclaire, Inc., on tax 
savings; William E. Murray, New York 
attorney, on short-term and controlled 
trusts; and. most recently Elmer L. 
Fingar, vice president and senior trust 
officer, National Bank of Westchester. 
White Plains, on pitfalls in will draft- 
ing. 

The meetings create a feeling of g:.0d- 
will between the bank and the Bar \s- 
sociations and have been most succe> ful 
with the young attorneys. 
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United Kingdom’s Experience with 


Pensions for Self-Employed 


GORDON A. HOSKING 


Fellow of the Institute of Actuaries, London, England 


OONER OR LATER NEARLY EVERYONE 
~ who is actively engaged in making 
a contribution to the welfare of the com- 
munity reaches the stage when, with ad- 
vancing age, he or she must take out 
of the general pool of available goods 
and services more than he or she is 
putting in. It is therefore of the utmost 
importance that part of the purchasing 
power of each person who has not re- 
tired should be stored up against re- 
tirement. 

Taxation being what it is in the 
United Kingdom and in many other 
countries, much thought has gone into 
evolving the best ways of relieving from 
some measure of taxation the purchasing 
power so set aside and taxing it on its 
emergence after retirement. 

For nearly forty years it has been 
possible for employers in the United 
Kingdom to arrange pension schemes for 
their employees in such a way that pay- 
ments thereto rank as expenses for iax 
purposes, whether paid by the employer 
or the employee, the interest income of 
the accumulating fund is free of tax and 
the pension emerging is taxable income. 
For those employees not covered by a 
scheme and for self-employed persons. 
the possible tax reliefs on pension ac- 
cumulations were on a very much lesser 
basis until the passing of the Finance 
Act. 1956. The following is a_ brief 
resum¢ of the relevant sections of that 
Act. 


Highlights of Law 
Section 22(1) provides that if an 


indiv ‘dual pays “a qualifying premium” 
then his taxable income shall be re- 
duce’ by the amount paid. To determine 


f Trust Scheme ‘especially defined 
in»: ction 22(5). The individual re- 


just what is “a qualifying premium” 
sever:! other sub-sections must be 
stud: -d. 

Fi stly, it ‘must be paid under a con- 
traci ipproved by the Commissioners of 
Inla | Revenue. The only parties with 
who an individual may enter into an 
app: ved contract are insurance com- 
_ friendly societies and a new 
Clas 


Apr -. 1958. 


quiring the pension must enter into the 
contract himself; a company cannot 
make a contract for, say, a director. 

Secondly, “a qualifying premium” 
must not exceed certain limits. In the 
main, these limits vary with the year 
of birth. Thus, with certain exceptions, 
those born in 1916 or later may pay up 
to 10% of “net relevant earnings” or 
£750 in a year (whichever is the lower). 
For those born in 1907 or earlier the 
figures are 15% or £1,125 and for those 
born between these dates intermediate 
figures apply. 

“Relevant earnings” may briefly be 
stated to be profits chargeable on the 
individual to United Kingdom tax and 
arising from the exercise of a trade or 
profession or the remuneration received 
by the individual from employment to 
which no pension from a “sponsored 
superannuation scheme” attaches. A 
sponsored superannuation scheme” is 
defined in section 22(10) as a pension 
arrangement to which someone other 
than the individual has contributed part 
or all of the cost. A married woman’s 
relevant earnings are treated as separate 
from her husband’s in determining rele- 
vant earnings — she may therefore pay 
“a qualifying premium” herself but if 
she does not do so her husband cannot 
include her relevant earnings when cal- 





The author is a 
member of the 
Council of the Asso- 
ciation of Superan- 
nuation and Pension 
Funds and of the 
Council of the Insti- 
tute of Taxation. His 
experience includes 
service with insur- 
ance companies: and 
industry, and at present he is Secretary and 
Actuary to the Retirement Benefit Trust 
Scheme of the Association of Master Bakers 
and Confectioners and Caterers, set up for 
self employed members of the Association. 
Mr. Hosking is co-author of “A. Guide to 
Retirement and other Annuities under the 
Finance Act, 1956” and author of ‘Pension 
Schemes & Retirement Benefits” — both pub- 
lished by Sweet & Maxwell Ltd., London. 








culating the maximum premium he can 
be allowed. 


Conditions for Approval 


The Commissioners of Inland Revenue 
may not, unconditionally, approve a 
contract for these purposes unless they 
are satisfied that it does not 

(a) provide for any payments dur- 
ing the individual’s life except a life 
annuity commencing after 60 and be- 
fore age 70; or 

(b) provide for any payments after 
his or her death other than a return 
of premiums (plus interest or profits) 
or a pension to a widow or widower — 
and this latter must not exceed that 
payable to the individual. 


Further, the contract must include a 
provision that it cannot be surrendered, 
commuted or assigned. 

The Commissioners may, subject to 
such conditions as they see fit to im- 
pose, approve a contract otherwise satis- 
fying the above conditions, notwith- 
standing the fact that 


(i) the annuity after death is pay- 
able to a dependent other than the 
widow or widower; or 

(ii) the individual’s annuity may 
commence before age 60 (a) if he 
or she becomes incapable of carrying 
on his or her own occupation or any 
similar occupation for which he or 
she is trained or fitted or (b) if the 
normal age of retirement in the indi- 
vidual’s occupation is below 60 (but 
not in any event below 50); or 

(iii) any annuity payable under the 
contract is guaranteed payable for a 
minimum term (not exceeding ten 
years) whether the annuitant survives 
or not or is to cease on marriage (or 
re-marriage) or. in other circum- 
stances; or 

(iv) an annuity, continuing under 
the guarantee mentioned in (iii) 
above, is assignable in dealing with 
the estate of the deceased. 


Any annuity payable to a person un- 
der the terms of an approved contract 
will be taxable but will be treated as 
earned income. 

Premiums paid in’ one tax year in 
excess of the amount allowable for tax 
purposes may, under ¢ertain conditions, 
be carried forward and ‘allowed for tax 
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purposes in a subsequent tax year. 
There are also circumstances in which 
payments made in one tax year may be 
treated for tax purposes as though they 
were made in an earlier year. 


Trust Schemes 


The above applies to any contract un- 
der the Act but special Trust Schemes 
may be set up for the purpose of enter- 
ing into approved contracts. Such a 
Trust Scheme must be approved by the 
Commissioners of Inland Revenue and 
must 


(a) be established under the law of 
any part of, and be administered in, 
the United Kingdom; and 

(b) be established for the benefit 
of individuals engaged in or con- 
nected with a particular occupation 
(or one or other of a group of occu- 
pations) for the purpose of entering 
into approved contracts within the 
meaning of the Act; and 

(c) be so established under ir- 
revocable trusts by a body of persons 
comprising or representing a substan- 
tial proportion of the individuals so 
engaged in the United Kingdom, or of 
those so engaged in England, Wales, 
Scotland or Northern Ireland. 

The interest income of any such Trust 
Scheme or of any insurance company 
or friendly society in respect of “ap- 
proved” business is freed from liability 
to income tax. 


Limits on Trust Arrangement 

Events have proved that the defini- 
tion of a Trust Scheme for the purpose 
of the Act is far too narrow. Consider 
condition (c); the Trust Scheme must 
be set up by an organization compris- 
ing or representing a substantial pro- 
portion of the persons engaged in a 
particular occupation (or group of oc- 
cupations). There has been no definition 
of what a substantial proportion is but 
it is obvious that for any one occupation 
there can be only a limited number of 
eligible organizations — in most oc- 
cupations only one. If the controlling 
body of that organization decides not 
to set up a Trust Scheme either because 
it does not feel disposed to undertake 
the responsibility or because its powers 
do not so permit, then that occupation 
cannot have a Trust Scheme. 

Further, if a Trust Scheme is, under- 
standably, limited to the members of 
the particular body sponsoring it then 
others in the same occupation may not 
be able to have the benefits of a Trust 
Scheme. 

Some occupations have no organiza- 
tion which can be said to comprise or 
represent a substantial proportion — 
these again cannot have the benefits of 
a Trust Scheme. 


314 


One feels bound to inquire whether it 
is so unsuitable that, say, the Chamber 
of Commerce in a town such as Bedford 
should be prevented from setting up a 
Trust Scheme for its members in such 
a form that the benefits of the Act can 
be obtained. However, somewhat il- 
logically, the law does not so permit 
them and the Commissioners have no 
power in the matter. 

Even when a body has obtained the 
agreement of the Commissioners that 
it is a body permitted to set up a Trust 
Scheme and has decided to go ahead, 
it has not quite finished with the dis- 
advantages under which it is placed as 
compared with insurance companies or 
friendly societies. 

An individual may effect one policy 








An unusual view of Parliament Building 
and Big Ben. 





with an insurance company under which 
he decides to take his retirement annuity 
from age 60; another, with the same 
company, to commence at age 65; one 
with a widow’s annuity and one with 
a return of premiums on death. If, how- 
ever, he joins a Trust Scheme all his 
benefits therefrom will be treated as 
under one contract and the Inland 
Revenue take the view that he must 
take the whole of his annuity from one 
age and he cannot have both a return 
of premiums at death on one part and 
a widow’s annuity on another. This may 
be a true interpretation of the law but 
it certainly seems illogical to the lay- 
man. 

It is, of course, just possible that an 
individual may be a member of two 
bodies with Trust Schemes in which 
case presumably he could have different 
contracts but in view of the limits on 
the bodies which can set them up this 
must be rather rare. 


Should a body which can obtain +e 
agreement of the Commissioners tha’ it 
can set up a scheme feel under <..y 
obligation to do so? From some poi s 
of view this should be answered in ‘}\2 
affirmative because it is probable t,t 
no other body can do so for that p 
ticular group of persons. On the otier 
hand there may be certain difficulties 
arising in particular cases, e.g. ihe 
documentary basis of the organization 
may not permit it — one case of this 
nature has occurred within the writer’s 
experience — or the body may not have 
suitable administrative or financial ar. 
rangements to cope with such a scheme. 
So far, British banks have not gone out 
of their way to offer their services 
specifically in this connection. 


“Unit Trust” Idea “®Q 


What are the difficulties in setting up 
and running such a scheme? Firstly, a 
fairly elaborate deed must be drawn up 
and approved by the Commissioners of 
Inland Revenue—so far few of the legal 
profession have acquired experience in 
this field. Secondly, it is unlikely that 
there can be any financial guarantee 
behind the Trust Scheme as there often 
is behind an employee pension scheme— 
the finances of the Trust therefore stand 
or fall on its own assets. If there are 
profits well and good but what if there 
are losses? 

At least two methods have been 
evolved of dealing with this last matter— 
in one scheme at least, both have been 
employed. One method is to re-insure all 
the benefits with one or more insurance 
companies. Some advantage is thereby 
obtained over individual contracts with 
an insurance company in that by offer- 
ing business for a group of individuals 
—and in the main it is fairly large busi- 
ness—better terms can be negotiated. 

The second method which has been 
adopted is to base the benefits on the 
value of the assets. This could be very 
complex—if it is to do justice to all 
members—but it has been simplified be- 
cause recently a Unit Trust specially de- 
signed for pension schemes has been set 
up. Thus, if the assets of a 1956 Act 
Trust Scheme are invested in units of 
this Unit Trust it is a comparatively 
simple matter to determine at any point 
of time the accumulative value of the 
assets in respect of any individual. When 
the annuity is due to commence either 
the appropriate number of units can be 
sold and an annuity purchased with an 
insurance company or, if there «re 
sufficient to make such a course prac- 
ticable, an annuity fund can be set up 
within the Trust—such a fund wov'd, 
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almost certainly, be on a with-profits 


basis. 
any Perhaps it should here be explained 
te: that most of the Unit Trusts—even the 
; open-ended ones—other than the new 
t 


one mentioned above, are unsuitable for 
P*'- @ the investment of pension fund moneys. 
: As has already been said the interest 














Ities income arising under “approved” pen- 
-_ sion contracts and schemes is free of 
moe tax but only free of tax which has been 
—_ paid in the United Kingdom. Under the 
tend operation of double taxation agreements 
have many equity and preference shares have 
~ a “net U.K. rate of tax” of less than the 
_— full standard rate of income tax. This 
Pte means that although, in total, the divi- 
— dends have suffered the full standard 
rate of tax by deduction, only the net 
2; U.K. rate can be recovered by a fund 3 me : 7 
which is tax free. As most Unit Trusts —Downtown Jackson, Mississippi 
5 up are designed to receive investments from 
y, a taxpayers the inclusion of some stocks 
1 up and shares suffering in this way does not at the Crossroads of the New South 
s of matter. The new one, however, is as 
- - en Paige = — The Jackson area has experienced tremendous economic 
that 4 rate 7 ane Peele Ir ome ee ann growth in recent years. Spendable income is up 40 per cent 
ntee | ih wall al comme, be neelie See since 1950 and retail sales have increased 125 per cent 
ften | ii Milian ae Be hi creas Hcnaiiaadl since 1947. Population of the metropolitan area is 
1e— | investments in industrial companies or approaching 175,000. Bank clearings in Jackson rose from 
me eee ‘ten the belies ‘which hees $482,307,104.94 in 1950 to $691,137,018.92 in 1957. Here is 
are | so far set them up have not the facili- an area rich in growth factors . . . with unlimited economic 
here ties themselves for managing those in- opportunities and with a moderate climate to make year 
vestments or for dealing with the rather ‘round living more pleasant. It will pay you to learn 
aa intricate arrangements which would be more about growing Jackson, capital city of 
wou necessary to determine each member’s Mississippi and “Crossroads of the South.” 
asset value when he wished to commence 
e all drawing his pension. It is here that the 
ance, banks might have been of assistance— Se 
reby |, if the organizing bodies of authorized Pi SR me — 
with | institutions realized that they could be oa SS = 
Her- backed in this way they might be more oe ee 
_— encouraged to set up schemes for their AGRICULTURE DISTRIBUTION TRANSPORTATION 
)USI- 


members. 


It will be appreciated from what has : : 
pa | been said that the legislation in the Growth, too, in the Service 


| United Kingdom has encouraged the 


“il placing of business with the insurance to Our trust customers 
ie. | companies rather than the formation of 

de- | Trust Schemes. In fact comparatively We are proud to be a part of Jackson’s growth. 
ie few Trust Schemes are yet in operation Whatever your trust needs may be, we cordially 
Act ~—peraps the best known are those set invite you to let Deposit Guaranty Bank serve you. 
: of up by the Institute of Chartered Ac. Write us for complete information about our trust 
vely = ints and the Law Society, both of services. We will be happy to work with you. 

oint which are confined to their own mem- 


hia bers ond are entirely re-insured. In the 
Char'»red Accountants’ Scheme there is 










hen 
hes one s ction re-insured with an insurance ruaranty 
. oo ny under a contract which gives 
ene’ ts based on the value of units in a Bank 
) an x | ( 5. 
aa Unit “rust but not, curiously enough, the caper SG sdb 
aa speci-| Unit Trust referred to above. wird us JACKSON, MISSISSIPPI 
t cl — i I, ’ . 
- Ressonse Less Than Anticipated ws Capital and Surplus $11,500,000.00 
ae: Th insurance companies, friendly So- MEMBER FEDERAL RESERVE SYSTEM and FEDERAL DEPOSIT INSURANCE CORPORATION 
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cieties and Trust Schemes have offered 
a wide variety of contracts and the terms 
at present are good because rates of 
interest are high and there has been 
keen competition for the business. It 
is, however, understood that the re- 
sponse, although good, has been lower 
than expected. This may be due to a 
number of causes but the following are 
two likely causes: 

1. An individual must feel confident 
that he will not need his money before 
age 60 before entering into an approved 
contract, for he cannot get the money 
back or use the contract as security for 
a loan, and, during his life, the only way 
it can return to him is as taxable income 
normally after age 60; 

2. The advantages of an alternative 
method of accumulation—not suffering 
from disadvantage (1) above—were en- 
hanced by another section of the Finance 
Act of 1956. Section 27 enacted that so 
much of a “purchased annuity” as repre- 
sents return of capital is not to be sub- 
ject to tax. An annuity acquired with 
the proceeds of an endowment assurance 
is a “purchased annuity” but an annuity 
from a contract approved under the 1956 
Act is not and is therefore wholly sub- 
ject to tax. Although the tax relief on 
the premiums paid under an endowment 
assurance is, in most cases, a good deal 
less than that on premiums paid under a 
1956 Act contract, the fact that the 
policy carries a surrender value or can 
be assigned and that any annuity pur- 
chased with the proceeds at death or 
maturity is only partially taxed, may 
make it preferable in some circum- 
stances. In fact it may be said that any- 


one not subject to surtax (which starts 
at a taxable income of £2,000 per an- 
num) is quite probably better off with 
an endowment assurance than a 1956 
Act pension contract—even this, how- 
ever, depends on particular circum- 
stances. 


Premiums 


Because of the conditions in which it 
is intended, to function, a 1956 Act pen- 
sion contract will, in many circum- 
stances, be better effected by single pre- 
miums. To take maximum advantage of 
tax reliefs a variable premium equal to 
10, 11, 12, 13, 14 or 15% (depending, 
in the main, on the year of birth) of 
net relevant earnings should be paid. If 
the income is variable so then will be 
the premium. Is the individual, how- 
ever, to be left to the mercy of single 
premium rates which may vary widely 
from year to year according, inter alia, 
to investment conditions? 

A number of ways of overcoming this 
difficulty have been evolved. There are 
some insurance offices which, by offering 
somewhat harsher single premium rates. 
are prepared to guarantee that they will 
accept, from the individual, single pre- 
miums in the future on the same terms. 
The only limit put on the amount they 
will accept is the limit laid down in the 
Act—£750 to £1,125 in any one year 
depending on date of birth regardless of 
net relevant earnings. 

One Trust Scheme has negotiated an 
interesting form of guarantee for the re- 
insured part of its arrangements. There 
are three sets of rates guaranteed—the 
one operating at any one time depends 
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on the price of 244% Consols (an } 
redeemable British Government secu:- 
ity). Thus the best set of rates operai 
when Consols are below 55, the next : 
when they are between 55 and 65 an 
the worst set when Consols are over ( 
The re-insuring offices reserve the rig! 
to withdraw the rates (for new entrants 
only) any time after 31st March 196] 
Many insurance offices are willing io 
issue with-profit contracts. Guaranteed 
future rates for single premiums in this 
sphere are not, of course, so advantage- 
ous for the insured (or so dangerous for 
the office) because any profit or loss can 
be taken up by adjusting bonuses. 


Multiple Choice 


Most insurance companies, friendly 
Societies and Trust Schemes are pre- 
pared to permit the individual to decide 
when to commence to draw the pension 
when the time comes (between age 60 
and 70) and they also generally give a 
last minute choice as to whether there 
should be a period of guaranteed pay- 
ments (up to ten years) irrespective of 
whether the annuitant survives or not 
and also a choice to take a lower annuity 
with continuation to a surviving widow. 
Such is the variety of benefits and condi- 
tions from which to choose that the In- 
stitute of Directors has set up an ad- 
visory bureau to give its members inde- 
pendent advice in dealing with this im- 
portant matter. 

The Finance Act, 1956, opened a new 
era in one sense although in another it 
only extended to all what some had en- 
joyed for nearly forty years. It is a new 
era in the sense that a new approach 
had to be made to the type of contract 
required—a contract to provide for the 
individual rather than a group. The in- 
surance offices and friendly 
have done a good service in giving a 
wide choice of contracts on reasonable 
and flexible terms. Trust Schemes have 
had to face many difficulties and. al- 
though those in existence are doing a 
good job, it seems doubtful whether 
there will ever be more than a handful 
of them in operation while the present 
law remains in force. 

A & 
HANOVER DISTRIBUTES PROFITS 

The distribution for 1957 under Han- 
over Bank’s Profit Sharing and Savings 
Plan amounted to $1,334,207. The distri- 
bution was at the ceiling 10% of basic 
salaries, 

Of the 2,899 eligible for the distr’ >u- 
tion, 958 elected to place their en*‘ire 
share in the Trust and 595 decided to 
split the payment half in the Trust »nd 
half in cash, the remainder taking t!::ir 
share in cash. 
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Estate Administration Series: No. 8 


REAL ESTATE MANAGEMENT 


Suggestions for Minimizing Administrative Problems 


ROY A. HOLMES 


Real Estate Officer, Chicago Title and Trust Company, Chicago, Illinois 


664 Y ORPORATE TRUSTEES DO NOT LIKE 

C real estate.” “While I have made 
a good income out of my real estate [| 
know that if I put it in trust you will 
want to sell it as soon as possible and 
put the proceeds into securities.” 

Do these comments sound familiar? 
Unfortunately, they express the feelings 
of too many potential trust customers. 
Still more unfortunately there is at least 
a grain of truth behind this belief. 


Those of us who are grounded in 
real estate know the advantages of well- 
chosen real estate investments. Yet cer- 
tain inherent characteristics of real 
property, particularly its relatively large 
value, its limited market and the fac- 
tor of depreciation create difficulties in 
a proper estate administration. Addi- 
tional problems are created if the 
original trust instrument is not care- 
fully drawn with the operation of real 
estate particularly in mind. 

Split-ownership is a cogent reason for 
the grain of truth in the feeling that 
some corporate trustees dislike real 
estate as a trust investment. A property 
can start out as a single ownership in 
trust but as deaths occur and distribu- 
tions are made the trustee may wind 
up with several outside co-owners. The 
outsiders may live at distant points. 
They may have little or no understand- 
ing of real estate operations. They may 
have different income needs than your 
beneficiary. Unless full cooperation can 
be had there is no other course than to 
effect an early sale of the property. 


Another result of co-ownership is the 
extra work involved on the part of the 
trustee who, while duty bound to carry 
out its responsibility to the beneficiaries, 
is at the same time benefiting the out- 
siders who may be quite willing to take 
a “free ride.” In order for the trustee 
to avoid a loss under such circumstances 
it is important to enter into some kind 
of a contract with the co-owners so that 
the trustee will be properly compen- 
sated. 


Some experiences we have had point 
up the difficulties and might lead to 
helpful suggestions in planning a new 
trust agreement or will. 


What About 


Reserves? 


One example is the testamentary trust 
which had as its sole asset an undivided 
one-half interest in an industrial proper- 
ty. Under the terms of the will the net 
income was to be paid for life to a 
designated beneficiary. The will con- 
tained brief conventional trust powers 
found in many wills where the testator 
is one of those persons who “won’t stand 
for a long will.” 

The owner of the other undivided one- 
half interest and the decedent had been 
close friends and business associates for 
many years. If any substantial rehabili- 
tation program were contemplated they 
would either mortgage their respective 
interests or use money out of their indi- 
vidual accounts. 

One of our first difficult problems was 
how to establish reserves for capital 
improvements, particularly since there 
was no direction in the will to establish 
such reserves. After many conferences 
the income beneficiary became aware of 
the problem and directed the retention 
of a portion of the net income to meet 
future needs of the building. This cre- 
ated additional administrative problems 
because she was entitled to all of the 
net income and in the event of her 
death her personal representative would 
be entitled to the balance in the reserve 
and furthermore during her lifetime 
she had to pay income tax on the income 
so reserved. 

The owner of the other one-half in- 
terest cooperated by agreeing to meet 
the beneficiary’s contribution toward a 
reserve. This proved to be a most satis- 
factory arrangement and when it be- 
came necessary to install new elevators, 
a new roof and a new boiler we had 
sufficient monies in reserve to meet these 
expenses. As this was a good rental 


property our beneficiary received sub- 
stantial benefits during her lifetime. 


Suggested Will Clause 


If the testator in this instance had 
received competent estate planning ad- 
vice the will would have provided for 
the creation of reserves so that this 
income would have been taxed to the 
trustee rather than to the income bene- 
ficiary. 

The following clause has been sug- 
gested as definitely helpful if incor- 
porated in a will where either a frac- 
tional or partial interest in real estate 
becomes an asset of the trust estate. 


“My Trustee from time to time may 
set aside from the income from the 
Trust Estate, such sum or sums as it 
may deem advisable for the purpose 
of paying in full or in part any mort- 
gage on the Trust Estate, or on any 
part thereof, and for the purpose of 
establishing a reserve for the de- 
preciation or obsolescence of build- 
ings which may form a part of said 
Trust Estate at any time. Pending 
the application of the funds so re- 
served, to the payment or reduction 
of a mortgage or mortgages of, or to 
the restoration or rebuilding of build- 
ings on real estate forming a part of 
my Trust Estate, such funds may be 
invested and reinvested in like man- 
ner as other funds of my Trust Es- 
tate, and the income arising there- 
from shall be paid under the pro- 
visions of this Will with reference to 
income from my Trust Estate. The 
principal of such reserve funds shall 
be applied from time to time by any 
Trustee to the payment or reduction 
of mortgages of real estate or to the 
payment or reduction of mortgages 
of leasehold interests in real estate 
forming a part of my Trust Estate 
or to the restoration or rebuilding of 
buildings thereon or to be erected 
thereon. In case any of such reserve 
funds remains unexpended at the ter- 
mination of this trust, it shall be lis- 
tributed in the same manner as if 
it were a part of the principal of my 
Trust Estate.” 


Budgeting for Each Proper 


Each parcel of income producing eal 
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estate (industrial, commercial, residen- 
tial or farm) is an individual business 
and as such can be handled only through 
the medium of proper budgets. In ad- 
dition to the regular recurring items of 
taxes, imsurance and ordinary main- 
tenance one must also budget for major 
non-annually recurring maintenance and 
improvements as well as contingencies. 
While the gross income from a real 
estate holding may be steady the net 
income, unless reserves are set up, may 
be very uneven. A roof may last twenty 
years, a boiler longer. Stoves or re- 
frigerators may wear out in ten years. 
An exterior paint job or tuckpointing 
may be good for four or five years. 
Beneficiaries are human and many 
are prone to live up to the amount dis- 
tributed. Depreciation is looked upon by 
them as non-taxable income or money 
to spend without its costing anything. 
It is no wonder that some life bene- 
ficiaries. who are permitted to take all 
the remaining income after only taxes 
and current expenses are taken out, are 
highly reluctant to have an income pro- 


ducing building sold. 


Home in Trust 


Another difficult situation occurs 
where the testator leaves his home in 
trust. Usually the widow wishes to oc- 
cupy the premises upon the same terms 
and conditions as during her husband’s 
lifetime. The trustee must make the 
assets of the trust productive. Therefore 
in the absence of any direction io the 
contrary trustee is obligated to require 
the life tenant to pay a reasonable rental 
for the premises. These funds are in 
turn paid to her as the income benefi- 
ciary. Consequently the rent she has 
to pay comes back to her as net income 
with the result that she must pay taxes 
on such income. 


If the widow no longer wishes to 
occupy the premises and decides to move 
to another state, the home may be sold, 
but 2 woman often feels that she would 
wish the trustee to acquire a similar 
residence for her in a state of her 
choosing. As a general proposition a 
trustes cannot own real estate in an- 
other state without first qualifying to 
do business therein. Consequently the 
trust would be unable to accommodate 
the lie tenant. 


In the planning stage many of these 


prob! ms can be resolved. If the home is 
to be a part of the trust estate, provision 
shoul | be made for the life tenant to 
occu; y the premises rent free, the trus- 
tee t bear all costs of operation and 


main 
Savir 


‘nance. This will effect income tax 
s for the benefit of the life ten- 
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ant. Secondly, it should be provided 
that, if it is the desire of the life tenant 
that the property be sold and a resi- 
dence be purchased in another state, she 
should be empowered to withdraw from 
the principal of the trust estate an 
amount not in excess of that realized 
from the sale of the home for the pur- 
pose of acquiring the new home. In this 
event the house bocomes her own and 
subject to disposition free of the trust. 


Running a Farm 


Not long ago we as_ testamentary 
trustee received as the sole asset of a 
decedent a large farm appraised for 
Federal estate tax purposes at $500 
an acre. Cash requirements for ad- 
ministrative expenses and taxes were 
estimated at $20,000. The bequest and 
devise to the trust also included all 
machinery and equipment. 

We were confronted with the prob- 
lem of how to realize the money to pay 
the obligations of the estate and, sec- 
ondly, what disposition to make of the 
farm equipment. Was this equipment 
a capital asset or an operating expense? 
If livestock were subsequently sold were 
the proceeds income or principal? What 
is the duty of the trustee to replace 
such livestock? How can silos, corn 
cribs, fences and similar additions be 


maintained or placed? As is so fre- 
quently the case the will did not give 
us any comfort or assistance. 

These are just a few of the questions 
involved with farm management. -Con- 
sequently compehensive powers should 
be given the trustee to mortgage, li- 
quidate, lease, share crop, and provide 
reserves for maintenance items. Second- 
ly, the life underwriter, trust officer and 
lawyer should discuss the acquisition 
of insurance by the client for the pur- 
pose of paying administrative expenses 
and taxes. Last, but not least, specific 
distribution should be made of the farm 
equipment and livestock to some desig- 
nated individual or provision made so 
that the replacement burden falls on the 
beneficiary rather than the trustee. 


Good Investment 


Mention has been made of eliminating 
or mitigating problems through pre- 
planning. Pre-planning alone is not 
enough. Frequent periodic review of the 
trust instruments during the life of the 
donor to meet changing conditions is 
perhaps more important where real 
estate is involved than with marketable 
securities. Many avoidable difficulties 
cause much extra effort and expense all 
too frequently. They have a definite 

(continued on page 336) 
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PRACTICAL QUESTIONS ON GIFTS 
TO MINORS 


RAYMOND A. McINTIRE 


Assistant Vice President, Old Colony Trust Co., Boston, Mass. 


O DATE THERE ARE 43 TERRITORIES 
‘Lov States which have adopted either 
the Model or Uniform Gifts to Minors 
Act. Here are some questions that have 
been presented to us. 

1. Why include money as the pos- 
sible subject matter of a gift? The donor, 
to take advantage of the $3,000 or $6,000 
gift exemption, (Rev. Rul. 56-86), may 
wish to make the gift before the year 
end and it might be an advisable time 
to invest in securities. Therefore, under 
the Uniform Act, money can be de- 
posited to the account of the custodian, 
with the bank or broker, which would 
be available for investment at a more 
opportune time. Again, with money on 
deposit, the custodian would have funds 
available to take up rights, options and 
subscriptions, etc. The money would also 
be available for monthly or systematic 
investment programs. 

2. Can savings accounts or checking 
accounts or even securities which are 
already credited to the account of, or in 
the name of, a minor be transferred or 
conveyed to the custodian? The answer 
is definitely “No.” It must be a new 
gift and not a transfer. 

3. Can a donor make a gift to “A and 
A, as Custodian for B, as joint tenants 
with right of survivorship and not as 
tenants in common?” As a transfer 
agent, | would attempt to refuse any 
such registration, based first on the 
fact that the gift is irrevocable; second- 
ly, it vests title indefeasibly in the 
minor; and third, the gift belongs to 
the estate of the minor if he dies before 
reaching 21. The right of survivorship 
would seem to destroy all three factors. 

4, Can a corporation make a gift of 
securities to a custodian? (Of course, 
we are assuming a family corporation. ) 
Again the answer is “No.” The gift must 
be made by an adult person. If one wants 
to argue that a corporation can be a 
person, the Act neatly covers the situa- 
tion in its description of “securities.” 
It excludes the securities of which the 
donor is the issuer and in its definition 
of “issuer” it clearly covers the closely 
held corporation. 

5. What about open-end investment 
trusts? As to outright purchase or trans- 


Taken from an address before the Corporate 
Fiduciaries Association of Boston, Jan. 14, 1958. 
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fer of such securities there does not 
seem to be any question that both the 
Model and Uniform Acts would apply. 
As to a Systematic Investment Program, 
under the Model Act at least theoretically 
the donor should purchase the shares 
and then have them transferred to the 
custodian. Now this is impractical, if not 
impossible, due to the mechanics and 
operation by the managing agent. So 
in lieu thereof, some agents require a 
formal affidavit and agreement by the 
donor, the custodian, and the dealer. I 
do not believe that any such agreement 
is necessary under the Uniform Act and 
I understand that some agents do not 
require such an agreement even under 
the Model Act. 

6. How about a trust in existence on 
the effective date of the Act? Suppose 
the income beneficiary’s interests have 
terminated and the remaindermen are 
minors. For tax purposes can the trustee 
transfer to or create a custodianship 
under the Act? I do not believe so. First, 
the instrument made no such provisions 
for the gift; and secondly, it was in 
being prior to the effective date of the 
Act. Finally, the donor must be an adult 
person, and here the gift is by a legal 
entity (the trustee). 

7. How about future trusts? If they 
are testamentary in character, I would 
still think no, on the additional basis 
that the gift should be made during the 
lifetime of the donor. As to an inter 
vivos trust, if it were revocable, my 
answer would still be the same, on the 
additional basis that the gift is irrevoc- 
able. 

8. What about a trust that is irre- 
vocable and the donor makes provisions 
for the designation of a custodian at a 
future date? I would think that the Act 
was not designed for that purpose and if 
we go about circumventing the Act, we 
may eventually destroy its usefulness. 
Secondly, suppose a disgruntled bene- 
ficiary or heir brought suit on the 
grounds that the trust was voidable, 
what would be used as a defense? This 
Act? Perhaps the most practical answer 
would be that in a trust of this size, 
where there must be income beneficiaries 
and remaindermen interests, there un- 
doubtedly would be a better method 
either taxwise or otherwise for making 


distributions or taking care of mir r+ 
remaindermen interests than a 
todianship under this Act. 


9. What can be done in the case f 


a collateral benefactor? Suppose a ¢ 
tomer of the bank who has a lai 
checking account knows by the At 
that he can appoint his trust compa 
as custodian, and he also realizes tht 
it is better to have third parties act in 
that capacity rather than the donor or 
the parent, and he designates the bank 
as custodian. I suppose the bank could 
make a convincing refusal on the basis 
that its minimum service charge or the 
maintenance charge itself would be ex. 
horbitant in view of the relatively s:mall 
size of the gift. Of course, if the gift 
were large enough, the bank would prob- 
ably recommend some other appropriate 
trust agreement. But if the collateral 
benefactor practically owns the bank, it 
may decide to assume the cost and act 
as custodian. 


A A A 


Trust Training School Works 


Experience indicates that the school 
which Colonial Trust Co. of Waterbury. 
Conn., established in 1956 gives em- 
ployees a general orientation and back- 
ground in trust subjects, and helps them 
to understand their work better and to 
accomplish it more satisfactorily. Newer 
members of the staff are required to 
take the full course and those of longer 
standing may attend on an_ optional 
basis. Department officers are the in- 
structors, 





Eye-catching mosaic mural, above entrance 
doors of new building of Mercantile Na- 
tional Bank of Miami Beach. The mural 
is slightly abstract, but reading from lower 
left, upward and rightward, it shows that 
man’s effort in conjunction with the ezrth’s 
resources is the basis of wealth. \ hen 
changed to symbols of money and p! wed 


in the hands of a lending institution, re‘her 
than hoarded, this promotes culture and 
progress. 
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When the structure 
changes... 








P Whenever there is a change in a corporation’s 

° capital structure, the sound advice of a businessman’s 
o° bank is essential. For example, one of the primary 
functions of our Corporate Trust Division is to act as trustee 

when a corporation issues bonds. Our duties cover the broad range of 


assuring proper performance of the agreements made between the 





corporation and the holders of the securities. 
This Bank also serves as... stock transfer and dividend disbursing agent 

... registrar or co-registrar ... depositary under syndicate and reorganization 
agreements and custodian of or agent for the handling of securities. 

Explicit information regarding any of these functions as they pertain to your 
own or your clients’ particular corporate situation will be gladly given at 

any time—without obligation. Just write, use The Bank Wire, or phone 


FRanklin 2-7400. 
TRUST DEPARTMENT 


CiryY NATIONAL BANK 


AND TRUST COMPANY of Chicago... 
208 SOUTH LA SALLE STREET 
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1957: THE MOST SUCCESSFUL YEAR IN THE HISTORY OF 


PACIFIC FINANCE CORPORATION 


ANNUAL REPORT SUMMARY 


VOLUME OF BUSINESS 
Loans and Discounts Acquired . . . . 
Net Insurance Premiums Written . . . 
LOANS AND DISCOUNTS OUTSTANDING 


BORROWED AND EQUITY CAPITAL 
Notes and debentures due within one year 
Long term debt (unsubordinated) . 
Subordinated debt. . . .... . 
Peebesved e06ck.. . 6 1 tw tt tlt 
Common stock and surplus . . . 


meee & XK ee BR Ae 
EARNINGS 
Total income 
Operating income (before interest) 
Interest and debt expense 
U. S. and Canadian income taxes 
Net income 
Preferred dividend requirements 
Net income for common stock 
Average number of shares outstanding 
Earned per share 
Dividends declared per share . . . 
NUMBER OF HOLDERS OF COMMON STOCK . 


NUMBER OF OFFICES 





1957 1956 
$552,339,298 $527,975,911 
8,703,297 7,345,275 
$366,595, 144 $330,826,053 
$197,835,500 $180,939,000 
67,650,000 73,650,000 
46,234,000 36,617,000 
7,442,100 7,942,100 
46,559,506 37,065,084 
$365,721,106 $336,213,184 


$ 56,326,384 
24,667,236 
12,729,321 

5,530,000 
6,407,915 
360,334 
6,047,581 
1,169,644 
$5.17 
$2.30 
4,814 
318 


As a special feature, our 1957 Annual Report 
condenses certain significant data included in the Federal Reserve Board’s 


recent six-volume study of consumer instalment credit. 
Copies of our Annual Report available upon request. 


(——) PACIFIC FINANCE CORPORATION 


EXECUTIVE OFFICES: 621 South Hope Street, Los Angeles 17 
NEW YORK FINANCIAL OFFICE: 15 Broad Street, New York 5 


SALES FINANCINGe PERSONAL LOANSe INSURANCE? TRAVEL 
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$ 48,777,480 
20,508,900 
10,396,364 

5,150,000 
4,962,536 
322,730 
4,639,806 
1,083,883 
$4.28 
$2.00 
3,565 
312 


CREDIT 
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LOANS AND DISCOUNTS ACQUIRED 


48 49 50 51 52 53 54 55 56 57 


LOANS AND DISCOUNTS OUTSTANDING 


48 49 50 51 52 53 54 55 56 57 


NET INCOME 


48 49 50 51 52 53 54 55 56 57 





Our Subsidiaries include: 

Pacific Finance Loans 

Pacific Industrial Loans 

Merchants Bank of Detroit 

Motors Acceptance Corporation 

First Credit Corporation 

Olympic Insurance Company 

Marathon Insurance Company 

Pacific Fidelity Life Insurance Company 
Pacific Finance Corporation of Canada Ltd. 
Pacific Finance Credit Limited (Canada) 


Boynton Acceptance Company Limited (Canada } 


TRUSTS AND EstTAtE 
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POLRESSIONAL IDNVES@ZORS DIGEST 


fidelights . . 


POWER SOURCES 
(Continued from page 310) 


slighted through personal prejudice or 
ignorance in having the opportunity to 
furnish their needed components or ma- 
terials. Equipment servicing has also 
been set up under regional managers, 
so that both sales and manufacturing 
organizations are happier, the customer 
more rapidly serviced and more parts 
and units sold than previously. 


More Room to Grow 


Queried as to the potential of heat 
pumps as a profitable product line, the 
opinion was expressed that they had 
possibilities, largely in new construc- 
tion, for use in the temperate band 
roughly corresponding to the Mason and 
Dixon line where heating and cooling 
loads are approximately equal. These 
pumps are in production at Worthington 
and the company is prepared to fill any 
demands, but the field presents only 
limited potential at this time. The elec- 
tric utility companies have a stake in 
developing their use because of the 
two-way addition to their load factor. 

The development of irrigation to raise 
crop yields from decreasing acreage to 
feed a growing population, with an assist 
from chemical fertilizers, offers a great 
potential market for pumps, a field in 
which this company has long been fore- 
most. For over 100 years its products 
have been the mainstays of municipal- 
ities in pumping water for public pur- 
poses and disposing of it in waste form. 
Here the possibilities are almost incal- 
culable and, based upon the past, the 
known performance and dependability 
of Worthington pumps should furnish 
an assured volume outlet. Verticle tur- 
bine pumps built by two divisions which 
are conducting a continuing program of 
study of parts interchangeability should 
improve both volume and profitability. 

Foreign. markets have. become. of, real 
importance in the Worthington sales and 
profit picture, both through direct ex- 
port. from the United States to areas 
not served by foreign subsidiaries and 
affili:tes as well as by the earnings of 
thes foreign entities. Undistributed 
profits of foreign companies in which 
Wor hington owned all or a controlling 
stoc]_ interest totalled $3.5 million at the 
end of 1957, of which nearly $1.3 mil- 
lion were for the year 1957. If consoli- 
date'| with parent company figures, they 
wou 1 have increased per share profits 


Apr'L 1958 


. Trade Winds... 


Memos ... Portfolio Studies 





by $.83. It is confidently believed that 
the development of the European Com- 
mon Market over the next few years and 
the expected rate of industrialization and 
growth of living standards generally 
throughout the world will result in in- 
creasing demand for installations of the 
type which Worthington manufactures. 

The company policy in plant expan- 
sion in recent years has been to move 
into growing areas, consistent with avail- 
ability of labor and materials. An in- 
stance in point is the air-conditioning 
manufacturing unit in Decatur, Ala- 
bama, adjacent to steel, copper tubing 
and good labor pools, as well as markets. 
Contacts developed in these areas also 
often facilitate growth in sales of diverse 
products manufactured by other Worth- 
ington divisions. When the Worthing- 
ton-Gammon meter division outgrew its 
Newark plant, an excellent plant was 
acquired in Texas to serve the ex- 
panding Southwest markets. 

Looking at results achieved since 
1948, it appears that there are solid 
grounds for satisfaction. Even though 
this span includes what some students 
consider a period of “catching up” in 
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capital goods outlay which is not likely 
to continue at such an abnormal pace, 
and in which the Korean War also 
played its part, stockholders have seen 
billings more than doubled, preferred 
dividend payout cut in half and common 
cash dividend nearly trebled. Depre- 
ciated value of plant and equipment is 
close to three times that of 1948 while 
long-term debt has doubled, plus $11.5 
million bank loans carried in current 
liabilities. Per share profits have held, 
until the last two years, close to the 1948 
level, but this was during an era of ex- 
pansion, with shares outstanding in- 
creasing each year, from 1948’s 924,000 
to today’s 1,519,146. 

Although the competition faced by 
many of the divisions is rugged, the 
well-established reputation of the com- 
pany name and an aggressive sales 
policy should permit a satisfactory op- 
erating level. With the potentials of 
some of the newer components allegedly 
yet to be realized, the excellent re- 
sults of the last two years are obvious- 
ly, in the judgment of present manage- 
ment, only a prelude to a still more suc- 
cessful operation. 





investors. 


operation with such clients. 


CHICAGO 








Investment Advisory Service 


BROWN BROTHERS HARRIMAN & Co. has served for many 
years as investment adviser to a substantial group of clients 
throughout the United States. 


Our staff includes specialists experienced in the invest- 
ment problems confronting trustees and other institutional 


We welcome inquiries regarding our program of co- 


BROWN BROTHERS HARRIMAN & Co. 


PRIVATE BANKERS 
59 Wall Street, New York 5 


PHILADELPHIA 











BOSTON | 























Rar_roaps—Ucty DucKLING? 


Probably no other industry has been 
plagued with the operating difficulties, 
compounded by the present recession, 
that the nation’s railroads have been 
forced to cope with over recent years. 
The railroads are basically buyers of 
commodities and sellers of a service, and 
as such are badly squeezed during 
periods of inflation. Further, railroads 
are bound by archaic regulations which 
had their genesis when they had a virtual 
transportation monopoly. Heavily bur- 
dened with debt and the necessity of 
maintaining far-flung physical plant, 
carrying a very heavy tax load both 
state and federal, and with virtually no 
flexibility in rate structure, it is small 
wonder that railroad securities present- 
ly find few followers among investors. 
~ Although some freight and passenger 
rate relief has already been granted, the 
most recent in February, 1958, average 
ton mile revenue in 1956 was only 44% 


above the average for the pre-war period 


1936-40, during which labor and whole- 
sale prices increased over 200% and 
130% respectively. Given some latitude 
in the rate scale both up and down to 
meet competition from its largely sub- 
sidized competition, the nation’s rail- 
roads could have perhaps offset some of 
the inflationary factors which have be- 
set industry in general. Hampered by 
regulations, however, the carriers, de- 
spite the billions of dollars ploughed 
back into plant since World War II and 
the tremendous progress made towards 
reducing overhead costs, find the return 
on invested capital amounting to only 
3.95% in 1956, compared with 4.8% 
in 1926-30, 6.36% in 1942 and 4.31% 
as late as 1948. Net income of Class | 
railroads in 1957, estimated at around 
$735 million, fell about 17% below the 
1956 level. Prospects are that a decline 
in 1958 to around $600 million for a 
further drop of over 614% will be wit- 
nessed. Declines of this magnitude, if 
continued, would unquestionably 
threaten the solvency of some carriers. 
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We believe that a major change may 
be in the making. Since the railroads are 
the bedrock of transportation essential to 
the nation’s economy in peace or war, it 
appears reasonable to assume that 1958 
may see the beginning of an improved 
atmosphere. Hearings begun in January, 
1958 before the Surface Transportation 
Sub-Committee have provided a public 
sounding board before which to plead 
their case. Hope that at least a start will 
be made towards solving many of these 
problems was given by Senator 
Smathers, Chairman of the Sub-Com- 
mittee, when he stated that “attention by 
Congress towards relief of at least some 
of the pressures and restrictions of the 
railroads is imperative.” 

The sharp reduction in carloadings 
thus far in 1958 may be a blessing in 
disguise in highlighting the financial 
difficulties faced by the industry. While 
it is too early to hope for complete re- 
lief and to look forward to the day when 
the railroads can again earn a fair re- 
turn on invested capital, we believe that 
the shadow being cast by future events 
should not be ignored by farsighted in- 
vestors. As the Administration unveils 
its program to fight recessionary trends 
in the economy, it does not seem too 
much to hope that at least the 3%, trans- 
portation tax levied against the railroads 
might be removed. The removal of this 
burden would greatly reduce the incen- 
tive of shippers to perform their own 
transportation functions, the diversion 
of which during the postwar period has 
reduced materially the railroads’ share 
of inter-city freight traffic. The possi- 
bility that the railroads may shift much 
of the burdens of deficit-producing com- 
muter traffic to public transit authorities 
is perhaps a more distant prospect, but 
when it is considered that the annual 
passenger deficit exceeded $120 million 
in 1956 on a direct expense ratio, and 
reached close to $700 million on an al- 
located expense basis in the same year, 
the stakes in this area are obviously 
high. 

Already the remarkable earnings per- 
formance of a number of railroads under 
present adverse conditions are being con- 
cealed behind the industry’s problems 
and we believe seldom found investment 
values are now available. The bright 
future of the roads, which could stem 
from the ultimate prospect of widespread 
mergers and cost savings from electron- 
ics and automation, probably lies too far 
ahead to be closely appraised, and we 
doubt investors should assume the risk 
embodied in the more marginal carrier 
shares, but we do believe, however, that 
real and present values are embodied in 


the stronger issues in the industry. {n 
this category should be included Atc):i- 
son, Topeka & Santa Fe; Atlantic Cot 
Line; Denver, Rio Grande & Weste: 
Kansas City Southern; Louisville < 
Nashville; Norfolk & Western; Southe: 
Railway; Southern Pacific and Union 
Pacific. 

FRANCIS I. DuPONT & Co. 


A REALISTIC APPRAISA! 


In the first two months of 758 hous. 
ing contract awards were off 11% in 
value compared with last year. Contrac- 
tors and building material manufac. 
turers, with only a few conspicuous ex- 
ceptions, have had their optimism and 
enthusiasm dampened. 

Last year, privately financed housing 
starts dipped below the one million level 
for the first time since 1949, In Jan- 
uary, seasonally adjusted starts slight- 
ly exceeded the annual rate of the one 
million level; in February, they slipped 
to 890,000 which is the lowest monthly 
level in eight years. There was a slight 
improvement in March, We do not feel 
that housing starts for the full year 1958 
will exceed last year. 

The present business recession was 
caused large numbers of potential home 
builders to either shelve their plans or 
indefinitely postpone them due to job 
lay-offs, shorter work weeks and lower 
income. 

A recent study by the Federal Re- 
serve Board in cooperation with the 
University of Michigan showed clearly 
that home buying plans are lower this 
year than they were in 1957. 

A study released by the Bureau of 
Census which is called the “1956 Hous- 
ing Inventory” indicates that in Decem- 
ber 1956, the nation had 55.4 million 
dwelling units, an increase of 9.4 million 
from the 46 million in April 1956. In 
other words, in the 634 years to Decem- 
ber 1956, new construction was at an 
annual rate of 1,393,000. This 
roughly covers new family formations 
plus the replacement market. 

Recently Congress enacted an emer- 
gency housing bill as a “combat reces- 
sion measure” and the thinking in Wash- 
ington is that this will stimulate 200,000 
new homes. It extends veterans’ home 
loan guarantees as it makes money avail- 
able at 434% maximum interest on in- 
sured mortgages by the Veterans’ Ad- 
ministration. We do not feel that the de- 
sired effect of this new bill will be 
noticeable until 1959. The public, how- 
ever, needs confidence in business and 
stable working conditions before acting 
on an investment as large as a new 
home. 
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Present high construction costs are a 
handicap plaguing builders. The avail- 
ability of land under present zoning 
regulations makes new residential build- 
ing progressively more difficult in the 
area surrounding each municipality. 
Most communities must face up to 
realistic future growth in the next de- 
cade and plan schools and public works, 
as well as rezone for larger populations. 
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CONSOLIDATED 
NATURAL GAS 


COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y. 


HU 


DIVIDEND No. 41 


TIM 


Tae BOARD OF DIRECTORS 
has this day declared a regu- 
lar quarterly dividend of Fifty 
Cents (50¢) per share on the 
capital stock of the Company, 
payable May 15, 1958 to stock- 
holders of record at the close 
of business April 15, 1958. 

R. E. PALMER, Secretary | 


March 19, 1958 
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Southern California 
Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 

COMMON STOCK 


Dividend No. 193 
60 cents per share; 


PREFERENCE STOCK, 

4.48% CONVERTIBLE SERIES 
Dividend No. 44 

28 cents per share; 


PREFERENCE STOCK, 

4.56% CONVERTIBLE SERIES 
Dividend No. 40 

28/2 cents per share. 


The above dividends are pay- 
able April 30, 1958 to stock- 
holders of record April 5S. 
Checks will be mailed from 
the Company's office in Los 
Angeles, April 30. 


P.C. HALE, Treasurer 


March 20, 1958 


In the decade of the 1960s two im- 
portant stimulants face the building 
market. The first is the World War II 
baby crop reaching marriageable age 
and requiring over one million new 
homes each year. The second is the grow- 
ing potential for home replacements due 
to fire, flood and obsolescence. This mar- 
ket is expected to exceed 400,000 homes 
per year. In the next ten years the total 
market has been estimated at 16 million 
new homes—with a real pickup in build- 
ing starting in 1959, 

In the building material field, we 
would avoid investments in the 
manufactures of plumbing or heating 
equipment since the very competitive 
nature of their business is causing prob- 
lems from a profit standpoint. We feel 
that some of the building material manu- 
facturers making gypsum and wallboard 
such as National Gypsum, U. S. Gypsum, 
Ruberoid and Armstrong Cork all merit 
long term investment consideration at 
this time. In the paint field, we feel that 
Pittsburgh Plate Glass, Sherwin Williams 
and National Lead should benefit both in 
the new home market, as well as the 
repair and rehabilitation markets, dur- 
ing the next few years. 

Ray VOGEL 
HARRIS, UPHAM & CO. 
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Basic Economics Course 
Proves Successful 


Republic Steel Co., acting jointly with 
the University of Chicago’s Industrial 
Relations Center, has completed a super- 
visors’ training course in Basic Eco- 
nomics that really got results. After 
months of preliminary investigations, dis- 
cussion classes of not more than 25 each 
were planned, the leaders being Republic 
men specially trained by the Center. 
Topics covered at the 15 sessions were: 
A Look at our Economy; Managing Your 
Income; Understanding Prices; Produc- 
ing for Better Living; Your Wages; Ex- 
ploring Costs; Why Profits?; Republic’s 
Economic Position; Republic’s Balance 
Sheet; Republic’s Income Statement; 
What Makes America Great; Under- 
standing Money and Banking; Inflation 
and Your Dollar; What Price Security? ; 
The Challenge Ahead. 

Ratings of carefully prepared ques- 
tionnaires showed the resultant improve- 
ment in both economic knowledge and 
economic opinion. The material developed 
in this experiment has been generalized 
for use by all types of companies, large 
and small, “at a price that even very 
small organizations can afford.” In- 
quiries should be directed to Republic 
Steel or the Industrial Relations Center 
at the University of Chicago. 





THE CINCINNATI GAS 
& ELECTRIC COMPANY 





Over 105 years of uninterrupted 
cash dividends on common stock 


The 
Board of Directors has 
declared a dividend of 37% cents 
per share payable May 15, 1958, 
to shareholders of record 
April 15, 1958. 


WALTER E. BECKJORD, SECRETARY 





REGULAR 
QUARTERLY 
DIVIDEND 


The Board of Directors has 
declared this day 

COMMON STOCK DIVIDEND NO. 95 
This is a regular quarterly 
dividend of 


25¢ shane 


; Payable on May 15, 1958 

: to holders of record at close 
: of business April 18, 1958. 
Milton C. Baldridge 


Secretary 
April 3, 1958 
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Pacific Gas and Electric | 
Company 


DIVIDEND NOTICE 
COMMON STOCK 
DIVIDEND NO. 169 


The Board of Directors on 
se March 19, 1958, declared 8 
1 a cash dividend for the ae 
] first quarter of the year of : 
60 cents per share upon 
the Company's common 
capital stock. This divi- 
dend will be paid by 
check on April 15, 1958, 
to common. stockholders 
of record at the close of 


business on March 28, 
1958. 
K. C. CHRISTENSEN, 
Treasurer 


San Francisco, Calif. 


Heienitiinsctectbeit 
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BatTLe oF THE PoTomMAc 


The politico-economic warfare in 
Washington continues unabated, marked 
by verbal sniping and commando raids. 
The President and Secretary Anderson 
are holding thus far a firm front against 
what might prove premature action on 
tax cuts, although this step is not ruled 
out if March employment figures show 
no signs of an upturn. To most un- 
prejudiced observers, this appears a 
rather forlorn statistic to lean upon be- 
cause nothing in the news indicates any 
pickup in industry, even though the 
President professed, in his press con- 
ference on March 26th, to the belief that 
the downturn is close to, or has even 
reached, its bottom. 


The two political parties talk different 
remedies for the patient—which come 
down to the same thing in the final an- 
anlysis; namely, deficit spending in large 
figures. While the Republicans hold back 
on tax cuts, they are dusting off public 
works projects and speeding up civilian 
agency spending; the Democrats have 
gone all out for massive public pro- 
grams, some of which might well extend 
far beyond the duration of the emer- 
gency, but it is also likely that they will 
try to steal their opponents’ thunder in 
the tax-cut field before long. It is a race 
to “get there fastest with the mostest,” 
with the taxpayer footing the bill. 


Playing politics, especially in an elec- 
tion year, is a temptation too strong for 
most elective officials to resist and for 
that reason it is a foregone conclusion 
that some or all of the remedies shown in 
the accompanying cartoon will be ad- 
vanced. Legislators are very responsive 
to demands from their constitutents for 
more spending, as contrasted with meas- 
ures of economy, and as unfavorable 
business indices multiply and_ public 
opinion strongly favors a “do some- 
thing” policy, an unappetizing political 
stew is in the making. The fact that the 
individuals crying most loudly for action 
are economically unsophisticated seems 
to have no bearing so long as they con- 
trol one or more votes. Witness: of 
eight persons interviewed by the New 
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York Herald Tribune last month, seven 
thought the Government is not doing 
enough to stimulate the economy, and 
advocated tax cuts, public spending, 
more Federal jobs. 


But before embarking upon expensive 
schemes to reverse the economic tides, 
our legislators might well consider what 
the last decade of prosperity, during 
which inflationary trends were pre- 
dominant, has done to the value of the 
dollar. A dispassionate review of the 
facts should raise doubts in their minds 
that more inflation is the solution for the 
adjustment now in process, which was, 
in turn, made necessary by the very in- 
flationary forces they plan to invoke 
again. 


BanKS STILL IMPORTANT 
Stock SOURCE 


Banks and trust companies, together 
with all other institutional sources, 
channeled 23%, or almost one of every 
four shares, to the New York Stock Ex- 
change, according to a study of trans- 
actions of October 9th and 16th, 1957. 
They accounted for 30% of the “public” 
volume, which excludes member and 
member firm transactions. The latter 
figure equals the record high set in the 





“Could You Hold Off Up There Until 
I See Where I Am?” 





©1958 N.Y. Herald Tribune, Inc. 


first compilation in September 1952, te 
five intervening figures ranging from 
22% to 29%. 

Important as this proportion is, ‘| 
comes as a slight surprise, perhaps, t! 
the results of these days picked in ; 
vance at random have not indicated 
greater rise in institutional volume c 
mensurate with the acknowledged swi 
toward professional management of 
vestment funds. Nevertheless, it amounts 
to significant business in commissi: 
and value, based upon the Exchange's 
estimate that the two days were com- 
posed of over 85,000 executed orders 
with total value of some $330 million. 


JQ 


iS 


Share volume by sources as reported 
were: commercial banks and trust com- 
panies, 848,000; investment companies, 
closed and open-end, nearly 300,000; 
non-bank administered pension funds, 
profit-sharing plans, estates and_ per- 
sonal trusts, 300,000. If the last group 
presents a surprisingly large volume, ap- 
proximately equalling that from the in- 
vestment companies, it demonstrates, at 
least, that there are still untapped veins 
of new trust business to be explored and 
mined. 


The Stock Exchange prepares these re- 
ports periodically because the data pin- 
point the composition of the trading 
market and help the authorities to keep 
its facilities attuned to changing de- 
mands. Almost concurrently with the re- 
lease of these figures, although not neces- 
sarily connected therewith, the Gover- 
nors submitted to the membership a pro- 
posal to increase commission rates by an 
average of 13%, citing rising operating 
costs and inadequate return on capital. 
In spite of opposition from a few houses 
which believe that to boost commissions 
during a recession is ill-advised, the 
measure was passed by a close vote and 
the new rates will become effective on 


May first. 


To one looking at the problem from 
the outside, it is no secret that large 
blocks of stocks can be bought and sold 
at net prices over the counter and in- 
creased costs will only help to encourage 
this trend among institutions or wealthy 
individuals who owe no duty to the listed 
markets, Markets on the Big Board, al- 
ready rendered comparatively thin by 
existing restrictions, cannot fail to be 
further affected for the worse, with loss 
of commissions to the membership and 
member firms. Although details are sot 
available, a great deal of business /:as 
already moved to the “outside” and it 
would seem doubtful, in spite of ‘he 
profit pinch, that now is a psychological 
moment to encourage such migration 
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MorE LigHT ON ENDOWMENTS 


\ survey of investment diversification 
of 36 selected college and university en- 
dowment funds, conducted by Trusts 
anp Estates (Oct. 57, p. 991), showed 
that 51.8% of the total of $2.15 billion 
was represented by common stocks as of 
the June 30, 1957 report date. In a more 
detailed study of 63 funds with total 
assets of just over $3 billion at the same 
date, recently released by Boston Fund, 


tions that they are unfairly discriminated 
against in the two point differential as 
against the reserve city banks remains 
but there are indications that the Board 
may have some suggestions for correc- 
tive legislation to submit to Congress be- 
fore the session ends. Likewise, the 
House Banking Committee has included 
a provision to this end in an omnibus 
banking bill but reports from Washing- 
ton are that the Federal Reserve would 


be going into political and governmental 
posts,” an article on women in the next 
century advises. “Already there is a 
great new trend for management of the 
family finances by women . .. Thou- 
sands more women will be taking courses 
in money management, It will be an- 
other safeguard to the welfare of the 
family when all women know how to 
manage finances.” 

The series also covers anticipated de- 
velopments in farming, in metropolitan 



































is the equity portion is carried at 54.8%, prefer to handle the matter of down- Minneapolis, in natural resources of the 
sg thus accenting the stress placed upon ward adjustment in its own manner Sree, communications, the indusiriel 
my ticipating in economic growth over ‘ther than to have it come abruptly. world, and money. Discussing this last 
participating 8 A A A topic, Joseph H. Colman, president of 
rs age, are ; ae a eat m First Bank Stock Corporation, said that 
ie Boston Fund studied the diversi- Dawn of a New Century most people think of banking in terms 
. fication of thirteen representative funds Under this title the First National of their own financial needs (including 
n- with slightly over $1 billion total assets Bank of Minneapolis has published a “the trust department services that 
- and discovered that the percentage of brochure projecting a picture of the next guard our estates”), and that “prob- 
0. common stocks by group to the total 100 years in its area. The articles and ably the biggest operational change will 
l. stock portion, at market value, ranged as interviews were originally used in the come to banking through the introduc- 
a follows: advertising program for the bank’s 100th _ tion of new electronic devices ... If, as 
7 Low % Hial year — 1957. The picture of family anticipated, bank deposits soar by tril- 
7 industrial pe re i e living in the coming century describes lions of dollars, it is fortunate that 
p- “sa gg TE 6.4 97.5 a dinner — automatically taken from electronic computers are being designed 
- Basis & ineurance 4.2 19.4 the freezer and cooked electronically — to take care of the mountains of pre- 
at Railroads Perea ss, © jem 3.3 that “will come to the table on a self- cision detail. An important part of the 
ns The following schedule lists the ten propelled cart, reload after dinner, wheel job ahead will be to organize in such a 
nd oe back to the electronic dishwasher set to manner that all banks, large and small, 
ae weney ts ae "pon team with the garbage disposal.” can make full use of these mechanical 
market value, by 56 funds with total en- “More and more Minnesota women will brains .. .” 
fe dowments of $2.8 billion: 
n- Number of 
i Colleges DIAMOND GARDNER 
le- Standard Oil Co. (N. J.) - 51 CORPORATION 
, General Electric 31 ' ; 
ie Eastman Kodak __- 7 4 The Board of Directors of Diamond 
Bs. Christiana Securities 12 7. / 1 iy CONSECUTIVE Gardner a ig . oe 
“i duPont (E.I.) deNemours & Co. 20 venncrewemms 9 act a th ea an 
: ‘ ividend o c pe are 
ssh General Motors Corporation - os Common Stock. At the same meeting 
an Standard Oil Co. of Cal. 22 the Board also declared a quarterly 
ng Gulf Oil 19 dividend of 37Yac per share on the 
: Aluminium Ltd. 8 $1.50 Cumulative Preferred Stock. 
al. Texas Co. 25 Both dividends are payable May1,1958 
- In summarizing stock yields of 44 to stockholders of record April 7, 1958. 
_ funds, it was found that they covered a Prin $. WOODBURY 
he as : os ee ecretary and Treasurer 
broad area from 4.51% down to 2.97%. MATCHES + CARTONS + PULP PRODUCTS + LUMBER + BUILDING SUPPLIES » WOODENWARE 
nd Eleven funds realized above 4% and 
- four less than 3%. eS ee teres 
- REseRVE Eases Crepit FURTHER 
ge The Federal Reserve Board’s cut of 
id one half of one percentage point in re- TENNESSEE 
in- quired reserves against demand deposits, GAS 
ge following reduction in the discount rate 
hy from 234% to 214%, is estimated to TRANSMISSION COMPANY 
ed have released nearly half a billion dol- AMERICA’S LEADING TRANSPORTER OF NATURAL GAS 
al- lars from previous required reserve posi- HOUSTON, TEXAS 
by tions to serve as an expansion base. For 
9€ cen re ] ; Ss, Ow 
. - : Props wget — hye f The Common Stock of this Company has been admitted 
nd an for country banks 11%. It is quite to trading on the 
iot ob’ ous that the Board is not disposed : 
as to «pen the flood gates precipitately and New York, Midwest and Pacific Coast 
it the: cause perhaps more harm than Stock Exchanges. 
he £0 1 
-al he long-standing bone of contention March 17, 1958 
of the New York and Chicago institu- 
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Highlights of 


1957 


Annual Report 


HE total volumes of electricity and 

gas sold by our Company in 1957 
were substantially above the preced- 
ing year. All classes of customers— 
residential, commercial and industrial 
—increased their use. 


Earnings on the common stock 
amounted to $2.39 a share in 1957, 
based on the average number of 
shares outstanding. This was an im- 
provement over the $2.32 reported for 
1956. However, the 1957 figure had 
the benefit of a nonrecurring special 
dividend received on our investment 
in the stock of Safe Harbor Water 
Power Corporation which added 18% 
cents a share to our earnings. 


During the year it became increas- 
ingly apparent that, despite strenuous 
efforts to cope with rising operating 
and construction costs, 
maintain our earnings on a satisfactory 


we cannot 


Dividends paid on Common Stock without interruption or 


.’ 
Baltimore Gas and Electric Company 


Serving one of America's great industrial centers 











Total Operating Revenues....... 
Total Operating Expenses ....... 
Total Utility Operating Income... . 
I ear ide dsb e ao wade we a 
Earnings per Share of Common Stock. 
Dividends Declared ............ 
Construction Expenditures ....... 
Utility Plant at Year-End......... 


Customers—Electric............ 


1957 1956 
... $141,735,000 $131,919,000 
... $120,635,000 $111,232,000 
... $ 21,100,000 $ 20,687,000 
... $ 17,550,000 $ 16,006,000 
$2.39 $2.32 
Sia $1.80 $1.60 
... $ 40,954,000 $ 39,675,000 
... $460,123,000 $428,558,000 
sae 516,611 503,538 
‘ia 374,428 365,677 

















basis with our present rates for elec- 
tric, gas and steam service. Accord- 
ingly, we filed with the Public Service 
Commission of Maryland on January 
15, 1958, revised service tariffs which 
would add $9,951,000 a year to our 
gross revenues, based on our estimated 
sales for the year 1958. The Commis- 
sion has suspended the new rates and 
ordered hearings beginning April 2 
to determine their reasonableness, and 
it is our hope that the matter will be 
resolved before the middle of the year. 
If no determination has been made 
by July 14, we are permitted by law 
to put the new rates into effect, sub- 
ject to refund to our customers of any 
portion that might ultimately be de- 
termined to be not justified. 


The quarterly dividend on our com- 
mon stock was increased from 40 cents 
to 45 cents a share beginning with the 


payment on April 1, 1957. The new 
rate, equivalent to $1.80 a year, rep- 
resents an increase of 124% over the 
rate previously in effect. 


New industrial and commercial gas 
business contracted for during 1957 
surpassed any previous year, and the 
amount of similar new electric busi- 
ness was second only to the record 
amount contracted for in 1956. 


While 1958 will not have the ad- 
vantage of the special Safe Harbor 
dividend which added 18% cents a 
share to our 1957 earnings, we are 
hopeful that new rates for electricity, 
gas and steam will become effective 
in time to permit satisfactory earnings 
on our common stock for the year. 


Pe 


President. 





reduction since 1910. 
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PREFERRED STOCKS IN COMMON TRUST FUNDS 


STUDY OF 245 Common ‘TRUST 

Funds with aggregate holdings of 
$1.968,806,851 taken as of the available 
1957 valuation date nearest to the year- 
end showed total holdings of preferred 
stocks to be $204,528,525 (market 
value). This amount is some $3.5 million 
less than the value of the preferred 
stock segment of 228 Common 
Funds compiled a year earlier. 


Trust 


In the current study separate aggre- 
gate portfolio figures were compiled for 
the various types of funds (T&E March 
‘58 p. 218). Among the 163 discretion- 
ary ame funds preferred stocks ac- 
counted for $154.1 million out of $1,- 
558 million or about 10%. Of these 
funds 25 held no preferreds. The com- 


funds with aggregate holdings of $40.9 
million held $2.9 million of preferred 
stocks or better than 7% of the total. 
Three of this group held no preferreds. 
None of the five bond funds had any pre- 
ferred stocks. 


The 1957 preferred stock holdings 
were spread over 554 issues. Forty-three 
issues held at the preceding year-end 
were no longer represented. Forty-four 
issues not held a year ago are now in- 
cluded. Grouped by classes, they are: 


Drugs, Food, Tobacco 


Carnation 3.75: Gulf States Land & 


Industries 4.50. 


Financial & Insurance 


Merchandising & Miscellaneous 


Pfeifers of Arkansas 5.00. 


Petroleum, Mining & Metals 


Getty Oil 4.00; 
4.25. 


Phillips Petroleum 


Public Utilities 


Blackstone Gas & Light 4.25 and 5.60; 
Columbus & Southern Ohio Electric 6.00; 
Commonwealth Edison 5.00 and 5.25; 
Connecticut Light & Power 2.09; Dela- 
ware Power & Light 5.00; Duquesne 
Power 4.52; El Paso Natural Gas 5.00, 
5.68 and 6.40; Equitable Gas 4.50; Gen- 
eral Telephone 5.28; General Telephone 
Southeast 5.80; Indianapolis Power & 
Light 5.65; Iowa Electric Light & Power 
1.80; Lone Start Gas 4.84; 


Se ae 7 : Niagara 
Beneficial Finance 5.00: General Am- 


erican Investors 4.50. 


bined portfolio of the 51 restricted type 
funds held $46.8 million of preferred 
stocks or 16% of their $290.4 million ; 
total. Twenty-three of these funds, how- Industrials 

ever. held no preferred stocks. Four of Bell & Howell 4.75; Cluett Peabody 
the 16 common stock funds included 7.00; Endicott Johnson 4.00; 
some preferred stocks totaling $700,- Tire & Rubber 5.50; 
000 or approximately 1% of the $52.2 & Chemical 3.75; 


Mohawk Power 5.10; Northern Indiana 
Public Service 1.76: Northern Natural 
Gas 5.80; Philadelphia Suburban Water 
5.00; Potomac Electric Power 2.44; 
Public Service (Ind.) 3.50; San Diego 
Gas & Electric 5.60; Southern Union Gas 
5.00; Texas Power & Light 4.76. 


General 
Kaiser Aluminum 
Lamson & Sessions 


million aggregate of the 16 funds in 4.75; Pittsburg Coke & Chemical 5.00; Transportation 
which common stocks represented $49.4 Tung-Sol Electric 5.00; Vulcan Ma- Pacific Northwest Pipeline 3.30: 


million. The ten fixed income investment _ terials 5.00. 


Texas Gas Transmission 5.40. 








PREFERRED STOCKS IN COMMON TRUST FUNDS 
(Figures represent number of funds holding; asterisk denotes convertible ) 
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57 1956 1957 1956 1957 
1956 1957 Universal Leaf Tob. $8. 3 2 Celanese* 4.50% selena ite 11 Gen. Tire & Rub.* 4.50% ... 1 1 
; — fa Wesson Oil & Snowdrift Celanese 7% eronemivones 1 1 Gen. Tire & Rub. 5.50% 0 1 
: — Laboratories* Ah n- 8 7 4.80% .... 2 29 Celotex $1. ............ se 2 2 P. H. Hanes Knitting 5% 1 1 
: len. ae ohne 1 FINANCIAL & INSURANCE pr ese & Fib. $4.50 4 6 Harbison-Walker ee 2% 
: Amer. Sugar Refin. $7. ae 3 Amer. Discount 5% ..... 1 0 poe gordo ms ea : | Hercules Powder 5% .... . : 
. Amer. Tobacco 6% ..........-- 32 30 Amer. Home Assur. 4. 64% a 2 Canes meen i : 1 Heyden-Newport Chem. 33. 50 2 2 
. - o > Clevite 4.50% 1 1 Heyden-Newport Chem.* 
Beatrice Foods 444% 11 11 Amer. Investment $5.25 .... 3 © Giusk Beaindy 40 5 1 eee ee 1 1 
Canada Dry $4.25 d 5 Associates Investment 4.50% 1 1 Cluet Peabody 70, 0 1 Hooker OT EEE PEG $4. 25 oe oe 3 
Carnation 3.75% ..........-..--- 0 1 Beneficial Finance 5% ...... 0 3 Compo Shoe Mach.* 5% 1 0 Hudson Pulp & Paper 5% 2 2 
Colgate-Palmolive $3.50 ........ 8 7 Christiana Securities 7% .... 1 1 Carbaince 4% 5 7 Hudson Pulp & Paper 5. 12% 2 2 
Continental Baking $5.50 3 3 Gen. Amer. Investors $4.50 0 1 Continental Can $3.75 7 11. Ingersoll-Rand 6% 2 1 
Corn Products Refin. 7% 9 8 Household Finance 3.75% S Gonttnental Can* $4.50 3 3 Interchemical 4.50% 4 4 
General Mills 5% Ae . 13 12 Household Finance 4% 5  Gaok Point & Wanstaas $3 1 1 Int. Harvester 7% Se 43 40 
Great Western Sugar 7% 4 5 Household Finance 4.40% 10 12 Corning Glass 3.50% 1 1 Int. Min. & Chem. 4% .......... 1 1 
Gulf States Ld. & Indus. Marine Midland* 4% 5 5 Crane 3.75% ... ; g g Int. Paper 4% 9 4 
BF BD on aneenenec een eeeeneeesseenensenes v : Providence Wash. Ins.* $2. : 2 Crown Cork & Seal $2. 2 1 I.T.E. Circuit Breaker ‘4. 60% 4 4 
H. J. Heinz $3.65 ...... 3 3 Seaboard Finance $4.75 l 1 Crown Zellerbach $4.20 . 14 16 Kaiser Alum. & Chem. $3.75 0 3 
Georze W. Helme $7. .... 1 1 Seaboard Finance $5. ........ 2 2 Dana 3.75% 3 3 Kaiser Alum. & Chem.* $4.12 11 12 
Hershey Chocolate 4.50% 5 5 Securities Acceptance 5% 1 1 Deere 7% 10 19 © ©Kaiser Alum. & Chem. $4.75 17 25 
Horn & Hardart 5% ..... 4 4 Southwestern Invt. $1. .... 1 “Reece Gnalinee $1. 50 415 ; Kendall $4.50 2 2 
Jewel Tea $3.75 Recs 1 1 Tri-Continental $2.70 7 7 Diamond Ice & Coal ! 2 * Koppers $4. pido «ae g 
Lig ett & Myers Tob. $7... 21 20 INDUSTRIALS Dixie Cup* 5% .... .2 9 amend Sessions® 4.75%. 0 1 
“ rillard $7. ee... 6 6 Air Reduction*® 4.50% .......... 3 1 Du Pont $3.50 oocceceesseeecsnne 11 12 James Lees & Sons 3.85% 8 
ne --- 6 7 Allis-Chalmers* 4.08% ........ 9 7 Du Pont $4.50 000... 25 23 ‘Lynchburg Foundry $4.25...1 1 
ck” . soc: 16 17 Amer. Brake Shoe* 4% . 10 0 Eastman Kodak $6. ...... 1 9 Magnavox* 4.75% wees 1 1 
Na mal Biscuit $7. one 13 12 Amer. Can 7% ..........-. . 25 21 #£Thomas A. Edison 6.50% 1 o P. R. Mallory 4.50% 4 0 
Na’ Distillers & Chem.* _ Amer. Cyanamid* 3.75% ...... 8 0  Ekeo Products 4.50% 1 1 Mead $4.25 monpenoney 1 1 
st 5% ... sreeee eveassenness 8 ‘ Amer. Mach. & F’ dry 3.90% 2 | Se ere 1 0 Melville Shoe $4. . eee 2 8 
Pc Milk $4.5 50 ..... ncesoeaes - 6 Amer. Marietta 5% ...... das 3 Endicott Johnson 4% ............ 0 4 Melville Shoe $4.75 , 2 2 
Ct les Pfizer $4. ............ 4 2 Amer. Potash & Chem. 4% le 1 Firestone Tire & Rub. 4.50% 3 2 Minneapolis-Honeywell* 
Phi'ip Morris $3.90 .......... 4 4 Amer. Rad. & St. San.7% . 1 0 Flintkote $4. ........... vase BD BBOTO crernceneeennnnnsnntnnnnsnsneensmenne . 8 
Phi ip Morris $4. .................. 12 13 Anchor-Hocking Glass $4... 3 2 Food Mach. & Chem.* 3.50% 1 0 Nat. Cylinder Gas 4.25% 25/5 
Pil'cbury Mills $4. 0.000... 1 © Armstrong Cork $3.75 ..........9 8 Food Mach. & Chem. 3.75% ..12 12 Nat. Gypsum $4.50 aK. 
Quaker Oats 6% -.-ccccccccsccccee 9 8 A. S. Beck Shoe 4. 75° Sf 1 Fruehauf Trailer $4. ............ 2 Q Olin Mathieson Chem.* 4. 25% 7 9 
R Reynolds Tob. $3.60 ...12 10 Bell & Howell 4.75% . 0 1 General Cable 4% 1 1 Oliver* 4.50% ve ion om 1 
. Reynolds Tob. $4.50 ... 14 15 Borg-Warner 3.50% ..... =, 6 General Controls 6% ............ 1 Owens Illinois Glass 4% “ 5 618 
S. orto Rico Sugar 8% ...... 1 3 Budd $5. .... Bios 8. 1 1 General Motors $3.75 ............ 28 Oxford Paper 5% 2 2 
Standard Brands $3.50 .......... 7 5 Calumet & Hecla $4. “ree 2 Ceneral Motors $5. ........ 39 Philco $3.75 ...... 6 5 
Stoxely-Van Camp 5% .......... 1 t sCppee B20 c.......0cicn 2 2 General Shoe $3.50 pie cdccaks Tea 3 Pittsburgh Coke & ‘Chem. 
; United Biscuit $4.50 .............. 3 2 Caterpillar Cenahen 4.20% .... 18 17 Gen. Tire & Rub. 4.25% ........ 1 1 O96 > ic. eee eae 0 1 
Aprit 1958 329 
































1956 1957 1956 1957 1956 1957 1956 1 
Radio Corp. of Amer. $3.50 .. 20 20 Atlanta Gas Lt. 4.44% 0000... 4 4 Hawaiian Elec. 5% .................. 2 2 Pacific Gas & El. 6% ............ 33 j Wes: 
Romm teas $4. ................... 3 3 Atlanta Gas Lt. 4.50% ........ 2 2 Hawaiian Elec. 5.50% a 8 2 Pacific Lighting $4.36 ......... 8 Wisc 
St. Regis Paper $4. 40 pene ae 2 Atlantic City El. 4% ............ 2 2 Hawaiian Tel. 4.80% ............ 2 2 Pacific Lighting $4.50 cam | | Wis 
Scott Paper $3.40 ....... 1 1 Baltimore Gas & El. 4% ...... 1 2 Houston Ltg. & Pwr. $4. ...... 3 3 Pacific Lighting $4.75 -......... 12 Wisi 
TO I Be oan censssc cis ccsesens 3 5 Baltimore Gas & El. 4.50% . 9 10 Houston Nat. Gas 5% .......... 1 1 Pacific Pwr. & Lt. 5% ........ 1 4 Wis: 
Sherwin-Williams $4. : 5 5 Black Hills Pwr. & Lt.4.56% 2 2 feene Pwr. 6% ....................... § 5 Pacific Tel. & Tel. 6% ........ 4 Wis 
Spencer Chemical $4.20 ........ 4 4 Blackstone Valley Gas & Illinois Pwr. 4.08% ................ 4 5 Peninsular Tel. $1.30 .. A 3 Wor 
Sperry Rand $4.50 . = ae 6 Elec. 4.25% .... a 1 Illinois Pwr. 4.20% 4 4 Penna. Elec. 3.70% ...... 6 
Sylvania Electric $4. .......... 4 4 Blackstone Valley Gas & Illinois Pwr. 4.26% .... oo. ae 3 Penna. Elec. 4.05% 13 Ala. 
Talon 4% enon wile > 0 ean, 1 Iiinois Pwr. 4.42% ................ 4 3 Penna. Elec. 4.40% 11 Am 
Textiles 4% ..... seecmx SI 1 Boston Edison 4.259 | 4 Illinois Pwr. 4.70% ................ 6 7 Penna. Elec. 4.50% ey Atel 
Thompson Products $4. ance 10 Calif. El. Pwr. $3. ...... 2 2 Indiana & Mich. El. 4.125% 4 4 Penna. Elec. 4.60% ............ 13 Atla 
Tung-Sol Electric* $4.30 ..... 3 0 Calif.-Ore. Pwr. 4.70% 2 2 Indianapolis Pwr. & Lt. 4% 2 3 Penna. Elec. 4.70% 4 Atle 
Tung-Sol Electric* 5% 0 1 Calif.-Ore. Pwr. 5.10% 6 7 Indianapolis Pwr. & Lt. Penna. Pwr. 4.24% ae 7 Car 
United Aircraft* 4% 4 10 Calif.-Ore. Pwr. 6% ............... 1 1 5.65% ........ pk casas) <i 4 Penna. Pwr. 4.25% ................ 17 
United Aircraft 5% ................ 1 0 Calif.-Ore. Pwr. 7% ............... 1 1 Int. Utilities* $1. 40 Rees hae 1 0 Penna. Pwr. & Lt. 3.35% 5 —_ 
United Shoe Mach. 6% ........... 2 2 Carolina Pwr. & Lt. $4.20 .... 2 2 Interstate Pwr. 4.36% ............. 1 1 Penna. Pwr. & Lt. 4.40% .... 14 
U. S. Borax & Chem. 4.50% 2 1 Carolina Pwr. & Lt. 5% ...... 4 4 Iowa El. Lt. & Pwr. 4 80% 0 1 Penna. Pwr. & Lt. 4.50% .... 14 { 
D. S.. Gypsum 7%. ...............0.. 4 4 Central Hudson Gas & Iowa Pwr. Lt. 4.35% ........ 1 1 Penn. Pwr. & Lt. 4.60% ... 4 { . 
U. S. Plywood 3.75% ............. 6 4 Elec 4.75% ......... 1 1 Jersey Central Pwr. & Lt. 4% 5 SB ie. Wiese: Sle qn 4 3 
VU. S.. Rubber 8% .................... 14 11 Central Illinois E. &G. sd: 10% 2 2 Kansas City Pwr. & Lt. $3.80 3 3 Phila. Elec. $3.80 .................. 18 { 
Victor Chemical 3.507% 2 2 Central Illinois Lt. 4.50% 6 7 Kansas City Pwr. & Lt.$4.... 6 5 Phila. Elec. $4.30 .................. a 
Vulcan Materials* 5% ......._ 9 1 Central Illinois Lt. 4.64% 2 3 Kansas City Pwr.& Lt. $4.20 3 4 Phila. Elec. $4.40 —...............18 16 
W. Va. Pulp & Paper 4.50% 2 2 Central Ill. Pub. Serv. 4.92% 1 1 Kansas City Pwr. & Lt. $4.35 4 4 Phila. Elec. $4.68 ...... 0: DE. 
Westinghouse Elec. 3.80% ... 28 25 Central Louisiana El. 444%. 1 1 Kansas City Pwr.& Lt. $4.50 6 7 Phila. Sub. Water 3.65% —. 1 1 
Whirlpool 4.509% «.....-.....-----++-- 1 1 Central Maine Pwr. 3.50% 1 1 Kansas-Nebraska Nat. Gas Phila. Sub. Water 4.95% .... 1 1 
White Motor $5.25 .......... 2 2 Central Pwr. & Lt. 4% 5 4 5% .«.-- ebieceasbasesesen) ae 2 Phila. Sub. Water 5% .......... 0 2 
Worthington $4.50 ................ 2 2 Central Tel. $2.50 .......... 1 1 Kansas Pwr. & Lt. 5% 1 0 Potomac Edison 4.70% 1 1 
. itiniine a . - Cincinnati Gas & El. 4% 6 6 Kentucky Utilities 4.75% . 8 8 Potomac El. Pwr. $2.44 . 0 4 
MERCHANDISING & MISCELLANEOUS City Water Chattanooga 5% 1 1 Laclede Gas* 4.32% ....... ae 4 Potomac El. Pwr. 3.60% ...... 3 0 
Allied Stores 4% 9 9% Cleveland El. Ilum. $4.50 ... 12. 13 Lone Star Gas* 4.84% ....... 0 2 Dp. §, Elec. & Gas* $1.40 ....17 9 
American Bakeries* 4.50% 1 1 Colorado Interstate Gas 5% .. 1 2 Long Island Lighting 4.35% 6 6 Pp. S. Elec. & Gas 4.08% 8 7 
Assoc. Dry Goods $5.25 ........ 4 4 Columbus & S. Ohio EI. Long Island Lighting* 4.40% 2 5 Pp. §. Elec. & Gas 4.18% 4 4 
Avondale Mills $4.50 ............. 1 1 4.259 he 1 1 Long Island Lighting 5% .... 3 3 Pp. S. Elec. & Gas 4.30% 3 3 
Bullocks 4% na 1 1 a. &s ; Ohio El. Louisiana Pwr. & Lt. 4.44% 3 3 Pub. Serv.—Colo. 4.25% ...... 10 9 
Burlington Industries 4% 2 2 ee ee es 1 1 Louisiana Pwr. & Lt. 4.96% 2 S Pak. Seay. tad. £506, ... 0 1 
Colonial Stores 4% ......-.. 2 1  @olumbus & S. Ohio El. 6% 0 1 Louisville Gas & El. 5% .... 2 2 pub. Serv.—Ind. 4.16% 5 OB 
Food Fair Stores $4.20 . 2 2 Commonwealth Edison Pater 9 13 Metropolitan Edison 3.80% - 7 7 Pub. Serv.—Ind. 4.20% ........ 2 1 
Gimbel Bros. $4.50 ......... 2 2 Commonwealth Edison 5% 0 1 Metropolitan Edison 3.85% . 6 5 Pub. Serv.—Ind. 4.32% .... 9 10 
Grand Union 4.50% .............. 2 2 Commonwealth Edison 5.25% 0 10 Metropolitan Edison 3.90% ..16 14 Bal. Secv.— Oba. 25 1 1 
W. T. Grant 3.75% ............ 10 10 Gonn. Lt. & Pwr. $2.00 12 12 Metropolitan Edison 4.35% 8 6 Duh. Serv.—Okla. 4:24 2 9 
Halle Bros. $2.40 .......... 1 1 Conn. Lt. & Pwr. $2.06 ......... 1 1 Metropolitan Edison 4.45% .. 5 3 Rochester G. & El. 4% . 3 3 
Hecht $3.75 ....... 3 2 Conn. Lt. & Pwr. $2.09 . 0 1 Minneapolis Gas 5% ...... 1 1° Rochester G. & El. 4.10% 1 1 
McCrory Stores* $3.50 ... 4 3 Conn. Lt. & Pwr. $2.20... 12 Minneapolis Gas 5.10% 1 1° Rochester G. & El. 4.75% : 2 
R. H. Macy $4.25 ---- 2 2 Conn, Pwr. 4.50% ..... 2 2 Minneapolis Gas 5.50% 2 1 Rochester G. & El. 4.95% ... 2 1 
Marshall Field $4.25 .......... 3 3 Consol. Edison $5. ..... _. 43 48 Mississippi Pwr. 4.40% S «4 eke Oe cu, 2 3 
May Dept. Stores $3.40 3 2 Consumers Pwr. $4.16 .......... 5 4 Mississippi Pwr. 4.60% 1 1 San Diego G. & El. 4. 40% 3 2 
May Dept. Stores $3.75 ...... 15 16 Consumers Pwr. $4.50 .......... 18 19 Mississippi Pwr. & Lt. 3.90% 1 1 San Diego G. & EI. 4. 50% 4 4 
Montgomery Ward 7% ....12 12 Gonsumers Pwr. $4.52 11. 10 Mississippi Pwr. & Lt. 4.36% 1 1 San Diego G. & EI. 5 4 
Moore-Handley H’dware 5% 1 1 Dallas Pwr. & Lt. 4% . 3 3 Mississippi Pwr. & Lt. 4.40% 1 0 San Diego G. & El. 5. Ay Fon 0 1 
J. J. Newberry $3.75 -........... 7 S Dillon Pwr. & Et. 424% 4 5 Mississippi Pwr. & Lt. 4.56% 2 3 san Jose Water 4.70% 1 1 
Pfeifers of Arkansas $5. ..... 0 - Datles Por. & Lit..4.60% 1 1 Missouri Pub. Serv. 4.30% 1 1 san Jose Water 4.75% come 1 
Safeway Stores $4. ................ oj ile Dayton Pwr. & Lt. 3.75% .... 5 5 Monongahela Power 4.40% 5 4 Savannah El. & Pwr. 4.36% 1 1 ' 
Safeway Stores* $4.30 .... vss 6 4 Dayton Pwr. & Lt. 3.90% 3 3 Monongahela Power 4.50% 2 S Bice Spring Brook 
Western Auto Supply 4.80% 2 2 oiaware Pwr. & Lt. 3.70% 5 4 Monongahela Power 4.80%. 3 1 Water 4.10% ...... So a 
Wiebold 2 gy Pete ta : Delaware Pwr. & Lt. 4% 2 3 Montana-Dakota Utilities S. Carolina El. & G. 4. 50% 1 1 
Woodwar Rawep o'f0 -- Delaware Pwr. & Lt. 4.20% 2 2 4.70% .... earns 4 4 S. Carolina El. & G. 5% . 1 1 
Petroteum, Mininc & METALS Delaware Pwr. & Lt. 4.56% 3 4 Narragansett El. 4. 50% 4 5 §. Pittsburgh Water 450%. 1 «1 
Aluminum Co. of Amer. Delaware Pwr. & Lt. 5% .... 0 4 ao = & ex eeaaias . . S. Pittsburgh Water 4.70% 2 2 
5 ge SAS eae eee ae 13 Durham Tel 5.50% 1 0 ew England Pwr. 6% ee 2 Southern Cal. Edison oric. 1 9 
Amer. Smelt. & Refin. 7% ... 19 19 Duquesne Lt. $2.075 1 1 New Jersey Pwr. & Lt.4%- 1 1 gouthern Cal. Edison 4.08% 5 5 
Anne Pritchard Oil* Duquesne Lt. $2.10 aoe, Oe 7 New Jersey Pwr. & Lt. Southern Cal. Edison 4.24% 10 9 
4.25% . . 6 7 Duquesne Lt. 3.75% .......--- 5 5 4.05¢ ae eee . 1 Southern Cal. Edison 4.32% 11 13 
Ps setoton Pritchard Oil* Duquesne Lt. 4% .13 13 New Orleans Pub. Serv.* ; » Southern Cal. Edison 4.88% 9 9 
a 1 0 Duquesne Lt. 4.10% 4 2 4.36% oo woseeessess - eo retiorn Gal. Gaw 6%... 3 6 
Ashland Oil & Refin.* $1.50 2 1 Duquesne Lt. 4.15% ..... 5 3 New Orleans Pub. Serv. S. Continental Tel. 5.50% 1 0 
Ashland Oil & Refin.* $5... 3 92 Duquesne Lt. 4.20% 6 severwecsersweerees 1 9 Southern Ind. G. & E. 4.80% 1 1 
Atlantic Refin. 3.75% .........- 18 15 Duquesne Pwr. 4.52% .... 0 1 New York El. & G. 3.75% .. 4 © Sishece Tinton Ges 625% 1 1 
Bethlehem Steel 7% .........---.--- 18 18 Eastern Gas & Fuel 4. 50% 1 1 New York El. & G. 4.40% . 1 1 Southern Union Gas 4.50% 1 0) 
Bridgeport Brass* 4. 50% 3 4 El Paso Elec. $4.50 .......... 1 1 New York El. & G. 4.50% . 2 2 Southern Union Gas 5% .. 0 1 
Champlin Oil & Refin. $3. ... 1 1 El Paso Nat. Gas 4.10% 1 1 Niagara Mohawk Pwr. 3.40% 6 7 Sp cthwestarn Hil.. 6. 4:40¢ 1 1 
Gen. Amer. Oil 6% ........... 1 0 El Paso Nat. Gas* 4.40% 7 9 Niagara Mohawk Pwr. 3.60% 5 5 Southwestern G. & E. 4.28% 1 1 
ee earn 1 El Paso Nat. Gas* 5% se 0 g Niagara Mohawk Pwr. 3.90% 6 5 iiwostan: G&S 5a 1 1 
Int. Nickel a RRC enoer en 2 ee es Nat. Gas 5.36% 4 5 Niagara Mohawk Pwr.4.10% 8 3 Gonthwestern P. S. 370% . 1 q 
oh. See 7% ~ 2 2 El Paso Nat. Gas 5.50% ........ 13 14 Niagara Mohawk Pwr.5.10% 0 3 Southwestern P. S. 3.90% . 3 2 
Jones & Laughlin. Steel 5 5% .. 6 9 El Paso Nat. Gas 5.65% ......... 7 | Northern Illinois Gas* 5% .. 3 0 Southwestern P. S. 4.15% 4 4 
Midland Steel $8. .................-- 1 0 El Paso Nat. Gas 5.68% 0 4 Northern Ind. P. S.* 1.76% 0 1 Southwestern P. S. 4.36% 1 1 
Minn. Mining & Mfg. $4. ... 5 4 El Paso Nat. Gas 6.40% ..... 0 1 Northern Ind. P. S. 4.22% 3 3 Southwestern P. S. 4.40% 3 3 
National Lead 6% iu @ 6 Equitable Gas* 4.50% ~ 0 7 Northern Ind. P. S. 4.25% . 5 4 Southwestern P. S. 4.60% 1 1 
National Lead 7% 9 7 Florida Power 4% .... ies 3 Northern Ind. P. S.* 4.40% 5 6 Tampa Elec. Serv. 4.16% 3 3 
Phillips Petroleum* 4.25% 0 a ere Power 4.40% Sime g Northern Ind. P. S. 4.50% .. 3 3 Tampa Elec. Serv. 4.32% ...... 1 1 
Reynolds Metals 4.75% ........ 11 14 Sinctiin tamer 4.60% 2 2 Northern Nat. Gas 5.50% .... 14 14 Races Ss, See, oe Fer sents 9 9 
Standard Oil-Ohio $3.75 woe 6 Florida Pwr. & Lt. 1% hore 1 q Northern Nat. Gas 5.80% .... 0 4 vase in, et. 4.56% ...... 5 { 
a ea Of” Florida Pwr. & Lt. 4.32% ... 1 1 Northern States Pwr. $3.60. 5 7 texas Elec. Serv. 4.64% .... 1 1 
2 ae i oe 2 Florida Pwr. & Lt. 4.50¢ 7 7 Northern States Pwr. $4.08 .. 1 1 Texas Pwr. & Lt. $4. 1 1 
Sunray Mid-Continent Oil* Gen. Tel.* 4.25% 6 5 Northern States Pwr. $4.10. 5 7 ‘Texas Pwr. & Lt. $4.56... 5 5 
4.50% ....- - 220 24 Gen. Tel.* 5.28% 0 > Northern States Pwr. $4.11. 9 8 Texas Pwr. & Lt. $4.76 ........ 0 6 
Sunray Mia- Continent Oil* Gen. Tel., California 4.50% 4 3 Northern States Pwr. $4.16 .. 2 3 Texas Pwr. & Lt. $4.84 _.. 1 2 
5.50% .... sks a 9 Gen. Tel., Penna. $2.10 4 4 Ohio Edison 3.90% 6 6 Toledo Edison 4.25% ............... 9 10 
Tidewater Assoc. “Oil $1. 20 aie SE ieee Tel., Penna. $2.25 ...... 7 g Ohio Edison 4.40% 6 7 Toledo Edison 4.56% .. 1 2 
U. S. Smelt. & Min. 7% i Gen. Tel., Southeast 5. 80% a: 1 Ohio Edison 4.44% ................ 5 5 Union Elec.—Mo. $3.50 ........ 6 6 
U. S. Steel 7 ens 61 Gen. Tel., Southwest 5.50% 1 1 Ohio Edison 4.56% -.......-...... 3 5 Union Elec.—Mo. $3.70 ........ 1 1 
Vulcan A ‘$1. et 0 Siccite Siane, ane * 12 14 Ohio Power 4.20% 2 2 Wnion Elec—Mo. $4... 4 5 
Pusuic UTIities Georgia Pwr. 4.92% 4 5 Ohio Power 4.40% 3 5 Union Elec.—Mo. $4.50 ... — ” . 
Alabama Gas $3.50 eS of 1 Georgia Pwr. 5% .......... 2 3 Ohio Power 4.50% .................. 8 8 United Illuminating 4.35% 2 2 
yt er eare Power 4.20% | a 4 Gold & Stock Tel. Gtd - 1 1 Okla. Gas & El. 4.24% 3 3 United Tel.—Penna. 4.50% .. 3 3 
Alehama Power 4.60% 5 5; Gulf Interstate Gas 6% ........ 3 3 Okla. Nat. Gas 4.15% 3 4 Virginia Elec. & Pwr. $4.12 7 4 
Amer. Nat. Gas 6% .... 1 9 Gulf Pwr. 4.64% seseeneseneeneseccees 3 2 Okla. Nat. Gas 4.92% ..... os 3 Virginia Elec. & Pwr. $4.20 5 5 
Appalachian El. Pwr. ry 50% 14 14 Gulf States Utilities $4.20 .... 4 4 Pacific Gas & El. 4.36% ......... 5 5 Virginia Elec. & Pwr. $5. ..12 15 
Arizona Pub. Serv. $1.10 . 1 1 Gulf States Utilities $4.40 ... 5 6 Pacific Gas & El. 4.50% ...... 15 12 Washington Gas Lt. $4.25 . 8 7 
Arizona Pub. Serv.* $2.40... 1 3 Gulf States Utilities $4.44... 2 2 Pacific Gas & El. 4.80% ...... 9 8 West Penn. Pwr. 4.10% ...... 7 7 
Arkansas Pwr. & Lt. $4.32 .. 1 i} §Barifond Gas 8%. ................. 2 2 Pacific Gas & El. 5% ............ 21 22 West Penn. Pwr. 4.20% ...... 6 3 
Arkansas Pwr. & Lt. $4.72. 6 5 Hawaiian Elec. 4.25% ............ 2 2 Pacific Gas & Elec. 5.50% ....12 12 


West Penn. Pwr. 4.50% ...... 21 5 
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1956 1957 1956 1957 1956 1957 1956 1957, 
West Texas Utilities 4.40% . 4 4 Chesapeake & Ohio* 3.50% . 2 1 eine eee... 8 6 Tenn. Gas Trans. 5.25% — 3 
Wisconsin El. Pwr. 3.60% .. 1 0 Colorado & Southern 4% ...... 1 0 Rich., Fred. & Potomac 4% 1 1 Texas Eastern Trans. 4.50% 1 0 
Wisconsin El. Pwr. 6% ....... 2 2 Greyhound 4.25% ..................... 3 2 Southern $1. 2 2 Texas Eastern Trans. 4.75% 1 1 
Wisconsin Pwr. & Lt. 4.40% 1 1 Greyhound 5% . et ae 1 Southern 5% . ok) 7 Texas Eastern Trans. 5% .... 4 4 
Wisconsin Pwr. & Lt. 4.50% 1 1 Kansas City Southern 4% = 3 Tenn. Gas Trans. ‘4. 10% ae 1 Texas Eastern Trans. 5.50% 2 4 
Wisconsin Pub. Serv. 5% .... 1 1 Nashville & Decatur Gtd. 1 1 Tenn. Gas Trans. 4.25% ...... 2 2 Texas Eastern Trans. 5.85% 1 2 
Worcester County El. 4.44% 1 1 Norfolk & Western 4% 1 3 Tenn. Gas Trans.* 4.50% .... 7 7 Texas Gas Trans. 5.40% ...... 0 1 
TRANSPORTATION North Penna. 4% . 1 1 Tenn. Gas Trans. 4.60% 1 1 Trans. Gas Pipe Line $2.55 3 3 
Ala. Grt. Southern 6% 1 1 Norwich & Woresster 8% 1 1 Tenn. Gas Trans. 4.64% ~ * 7 Trans. Gas Pipe Line $4.90 3 3 
Amer. Airlines* 3.50% 2 1 Pacific N.W. Pipeline $3. 0 1 Tenn. Gas Trans. 4.65% ...... 6 5 Trunkline Gas $5. . Ay 1 
Atch., Top. & Santa Fe 5%.. 16 20 Panhandle East. P. L. ~y ae 3 Tenn. Gas Trans. 4.90% 9 8 Union Pacific 4% .................... 15 14 
Atlanta-Charlotte Air. 9% ... 1 0 Phila., Germ. & Norr. $6... 1 0 Tenn. Gas Trans.* 5% 2 5 Un. N.J. R.R. & Can. 10% 3 2 
Atlantic Greyhound 4% ......... 1 1 Pitts., Ft. Wayne & Chi. $7. 3 3 Tenn. Gas Trans. 5.10% ...... 9 7 Virginian 6% .. 11 11 
Carolina, Clinch. & O. 5% 6 5 Reading $2. 1 1 Tenn. Gas Trans. 5.12% ...... 2 1 Wheeling & Lake Erie Gta. 1 2 
i 
3 ! 
4 T 
6 
s DIRECTORS 
J. P- MORGAN & CO. 
HENRY C. ALEXANDER INCORPORATED 
- Chairman NEW YORK 
4 H. P. DAVISON 
0 President 
9 r Statement of Condition March 31, 1958 
. ARTHUR M. ANDERSON : 
‘ 
: , STEPHEN D. BECHTEL 
4 President ASSETS 
9 Bechtel Corporation 
: CARTER L. BURGESS Cash on hand and due from banks. $255,401 541 
1 President United States Government securities. ... 189,603,456 
0 A an Mach > F dryCo ~ °a wan 
: a ee State and municipal bonds and notes........ 50,052,767 
> T y Vf = - 
2 PAL Ve . CABOT Other bonds and securities. ..........cccccceee 15,459,683 
> . B 1airman : : 
i State Street Investment Corporation Loans and bills purchased........ 392,661,844 
2 BERNARD 8S. CARTER Accrued interest, accounts receivable, etc... .. 4,619,451 
1 Chair ‘ 
3 Morgan & Ci: Enertenend Stock of the Federal Reserve Bank... se 1,950,000 
i CHARLES S. CHESTON Investments in Morgan Grenfell & Co. 
Limited, Morgan & Cie. Incorporated, 
: JOHN L. COLLYER and 15 Broad Street Corporation. .......... 5,810,000 
Chair 5 
. The B. F. ciate: Cain ER EE ios cot sto ceiving os Reais Gh ee 3,000,000 
: on — _7 a" Liability of customers on letters 
1 : STUART W. CRAGIN = 7. 
Spuicop Were Picccival of credit and acceptances..... 24,397 405 
4 ? 
RICHARD R. DEUPREE $920,956,147 
1 Chairman 
1 The Procter & Gamble Company 
: CHARLES D. DICKEY LIABILITIES 
= Chair , Executive Co ittee e c 
5 ingame iainicah Deposits: U. S. Government.............00006 $$ 53,851,335 
9 CARL J. GILBERT i 712 G 
me "Chairman eS Se 718,988 340 
4 The Gillette Company Official checks outstandin$...........0.e000- 31,153,634 
: LONGSTREET HINTON $803,993,309 
Senior Vice-President 
l sin Riana Accounts payable, reserve for taxes, etc....... 8,818 ,306 
1 . y. - 
0 | ™. D. JAY Acceptances outstanding and letters of 
Director prem " 
1 Morgan & Cie. Incorporated CREE MAME ios ea eek a See ae eee 24,397,405 
1 a 
: DEVEREUX C. JOSEPHS Capital——S50,000 BROPCE .oicsc cscs sssaneveese 35,000,000 
Chairman Sur Bo ck talkie « Sk Sean asa ae ete 30,000,000 
: | New York Life Insurance Company Mere each enees «Keene kat eaeens wie Nain nd 
‘ veninse 2 caere URAITIIOE DIOR. ones bine scusasrieenoces sy __ 18,747,127 
; | , Vicethaias ; $920, 956, 147 
3 R. C. LEFFING WELL 
1 : . United States Government securities carried at $63,849,603 in 
3 i. FF. MeC OLLUM the above statement are pledged to qualify for fiduciary powers, to 
] _., President secure public monies as required by law, and for other purposes. 
2 Continental Oil Company 
. JOHN M. MEYER, JR. 
Senior Vice-Presiden: Member Federal Reserve System 
: Member Federal D sit Insurance Corporation 
5 JUNIUS S. MORGAN ee ee Ee Te 
ALFRED P. SLOAN, JR. ‘ 
10 Honorary Chairman 
2 General Motors Corporation 
6 
1 JAMES L. THOMSON MORGAN §& CIE. INCORPORATED 
5 Finance Committee 1j, Place Vendéme, Paris, France 
17 j Hartford Fire Insurance Company 
2 j GEORGE WHITNEY 
4 HENRY S. WINGATE MORGAN GRENFELL & CO. LIMITED 
5 ' President, The International te an 
a i Nicke: Company of Canada, Limited 23, Great Winchester Street, London E. C. 2, England 
Vf i os 
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MOODY’S INVESTORS YIELD TABLES 


Prepared monthly tor TRUSTS AND ESTATES by Moody’s Investors Service 











































YIELDS oF YIELDS oF PRICES , DIVIDENDS 
TAXABLE TREASURIES CORPORATE BONDS AND YIELDS 
BY MATURITY GROUPS BY RATINGS 125 INDUSTRIAL STOCKS 
T T T T T T T T 
1.8% = = 23%, = 180 PRICES AND DIVIDENDS 
DOLLARS PER SHARE 
=-—=_ 3 YEAR PRICES 
x ccooo 19 YEAR «al a -- 160 4 
--- 3/as,0F 6/15/83-78 
Ma = | 140 — 
\ 
v 
YIELDS be-nay 
a A a 
is. m 4 oa JV bs = “A a ‘ 4- 
= “7 7 WA’ 
é 
— Aaa > | DIVIDENDS 
eccocee AG \ { - 6 li A ins 6 7 
‘ad & i «ij 
ead , ij i F 
-—=—- Baa \ ! yan’? 
~ 
\7 
¥ Li 4 a 
- 42 '55 1956 1957 1958 7 5.2'°55 1956 1957 1958 7 55 1956 1957 1958 
An. An. Aa. ,™ Aan. Aan. Aan. Aan. Aa 
End of Month—— 
Mar. Feb. Mar. 1957-58 1951-1956 1946-50 1941-45 1931-40 1919-1930 
1958 1958 1957 _— —Range for Period—— -- = 
1. U.S. Government Bond Yields 
3-Year Taxable Treas. 2.32 2.41 3.44 4.04-2.32 3.75-1.35 1.68-0.90 1.32-1.07 (a) (a) (a) 
5-Year Taxable Treas. - 2.54 2.66 3.39 4.03-2.54 3.76-1.75 1.87-1.06 1.70-1.24 (a) (a) (a) 
10-Year Taxable Treas. _ 2.79 2.88 3.30 3.88-2.79 3.64-1.95 2.10-1.38 2.10-1.49 (a) (a) (a) 
Bank 2%s, 9/15/72-67 2.93 2.96 3.18 3.76-2.93 3.52-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 
Victory 2s, 12/15/72-67 : % 2.92 2.94 3.17 3.68-2.92 3.51-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) 
314s, 1983-78 - ae atin: ae 3.21 3.25 3.28 3.67-3.21 3.45-2.59 (b) (b) (b) (b) 
ONT SE ae eed ae ier eee, 3.18 3.22 3.26 3.58-3.18 3.42-2.94 
2. Corporate Bond Yields 
Aaa Rated Long Term : ‘ 3.64 3.61 3.66 4.15-3.55 3.82-2.65  2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 
Aa Rated Long Term . % 3.78 3.75 3.79 4.31-3.74 3.89-2.70 2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
A Rated Long Term _ ee 4.04 4.03 3.96 4.51-3.95 4.02-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term fais a, 4.69 4.65 4.42 5.11-4.41 4.46-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
8. Tax Exempt Bond Yields 
Aaa Rated Long Term .... 2, ae 2.79 2.76 2.86 3.45-2.65 3.05-1.28 1.98-0.90 1.84-0.93 2.81-1.56 (d) (d) 
Aa Rated Long Term .... i c 3.06 2.98 3.12 3.72-2.87 3.33-1.37 2.21-1.04 2.11-1.21 3.02-1.78 (d) (d) 
A Rated Long Term __...... RH 3.24 3.17 3.40 3.98-3.07 3.75-1.72 2.64-1.28 2.49-1.49 3.29-2.11(d) (d) 
Baa Rated Long Term __... 9 3.90 3.85 3.93 4.51-3.73 4.22-1.98 3.05-1.57 2.94-1.80 3.71-2.60 (d) (d) 
4. Preferred Stock Yields 
Industrials—High Dividend Series 
High Grade eae ae a % 4.33 4.29 4.31 4.68-4.23 4.44-3.80 4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade ~~ ____... % 5.24 5.22 5.00 5.60-4.99 5.28-4.45 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series 
High Grade SN EE corte 4.20 4.18 4.14 4.67-4.07 4.30-3.46 3.92-3.27 (e) (e) (e) (e) 
Medium Grade eaatiesies a7 4.67 4.66 4.64 5.16-4.64 4.92-3.80 4.20-3.52 (e) (e) (e) (e) 
Utilities—Low Dividend Series 
High Grade __... aes ae 4.44 4.39 4.48 5.00-4.36 4.68-3.78  4.24-3.40(e) (e) (e) (e) 
jeeusum Grade —......... .. 6% 4.77 4.83 4.79 5.34-4.76 4.87-4.18 4.65-3.69 (e) (e) (e) (e) 
5. Common Stocks 
125 Industrials—Prices (g) —-....... $134.17 129.97 141.98 157.66-128.38 158.98-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 (f) 
125 Industrials—Div. (g) —...... 5.83 5.83 5.91 5.94-5.83 5.89-4.13  4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16 (f) 
125 Industrials—Yields —_.._.. . % 4.35 4.49 4.16 4.58-3.75 6.79-3.63 7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19 ( f) 
(a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. (e)—Low Dividend Preferred Yield Averages in this series date om 
(b)—U. S. Govt. Bond Yields in this series date from April 15, 1953. Jan. 2, 1946. 
(c)—U. S. Govt. Bond Yields in this series date from Feb. 15, 1955. (f)—125 Industrials Averages date from Jan. 1, 1929. 
(d)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. {g)—Dollars per share. 
*Revised 
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Shown at right, the 76-pound electroformed copper mold in which the beautifully detailed, 28” vinyl plastiso! hobby horses are cast. Mold is made by Plated Moulds, Inc., Yonkers, N, Y.., ‘ 


COPPER 


influences the shape of things to come 


“Plus-4”® Copper Anodes—outgrowth of a revolutionary metallurgical 
development by Anaconda—have opened up exciting new horizons in The 
the mass production of intricately shaped precision parts. 


In “Plus-4” Anodes, copper is alloyed with controlled percentages of aN NACON ey 4\ 


phosphorus and other elements. The result is faster, more uniform 
acid-copper plating (and at substantial savings) than is possible with 
anodes of pure copper—which were long accepted as the ultimate. 


Already ‘‘Plus-4” Anodes have demonstrated their advantages from The American Brass Company 

the electroplating of highly complex radar and microwave compo- Anaconda Wire & Cable Company 

nents of copper to the electroforming of molds for casting velvety- Andes Copper Mining Company 
es smooth vinyl] plastisol hobby horses by Plated Moulds, Inc. Chile Copper Company 


: Greene Cananea Copper Company 
Like many other Anaconda products, “Plus-4’”” Anodes were perfected Anacondo Aluminuts Conipeny 
while working on a tough production problem submitted by an Anaconda Sales Company 
Anaconda customer. Largely through this kind of partnership with International Smelting and 
industry, and intimate awareness of its needs, Anaconda is able to Refining Company 
offer an exceptionally broad and versatile line of non-ferrous metals 

and mill products. 


OTolaalol-lahy 
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Our research staffs at home and abroad 


put scientific agriculture to work in Central America, 


improving farm output, helping to raise living standards. 
United Fruit Company 
General Offices: 80 Federal St., Boston 10, Mass. 


COLOMBIA - COSTA RICA - CUBA + DOMINICAN REPUBLIC - ECUADOR - GUATEMALA +» HONDURAS + NICARAGUA - PANAMA 
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In the past two months this department has 
been examining some of the fundamental 
yardsticks for measuring the investment 
quality of debt securities on the general 
promise that bonds may currently find more 
of a place in individual investment pro- 
grams. A popular type of debt security that 
is now employed by industrial companies is 
the subordinated or subordinate debenture. 

The notion of subordinaton of long term 
debt to senior securities and bank loans has 
gathered momentum since it was adopted by 
sales finance companies to widen their ac- 
cess to institutional funds. Described as 
“equity in the form of debt” the standard 
pattern of subordinated debenture provides 
for the payment of interest and the ultimate 
(frequently commencing after ten years) ex- 
tinguishment of the debt by a series of prin- 
cipal payments. Default occurs if the interest 
or principal payments are not made when 
due unless the subordinate debentures (as 
some have) take the form of income bonds. 

The rising birth rate of subordinate deben- 
tures is related to the tax deductibility of in- 
terest payments. Most subordinate deben- 
tures of industrial companies are made fully 
convertible into common stock on a rising 
scale of prices, starting with a price some 
10%-15% above market at date of issue. 


ALLIS-CHALMERS 
MANUFACTURING CO. 
By R. S. STEVENSON, president 
Output for 1958 to date has been 
running about in line with the FRB 
index of industrial production, about 10 
to 12% under 1957. A prediction was 
made of “upturns later in the year, which 
will favorably alter this trend and we 
are gearing ourselves accordingly.” 


Farm equipment sales are running 
ahead of 1957 and a substantial volume 
of he: 


vy electrical generating equipment 
is assired from orders already booked. 


Lagging construction equipment busi- 
ness s,0uld recover and show a modest 
incre 


e if highways, public works and 
housing carry out indicated improve- 
ment 


No cut-backs for new capital expendi- 


tures ire contemplated, the $13 million 
sche led for 1958 represents comple- 
tion 


' programs started five years ago. 


Ri ‘arch, development, and engineer- 
Ing | odgets for 1958, the highest in his- 


Apr... 1958 


MANAGEMENT SPEAKS... 


Abstracts and quotations from recent talks by the top 
management of companies whose securities are of interest 


for trust fund and other institutional investors. 


O. ROGERS FLYNN, Jr. 


Contributing Editor 


Conversion is generally expected to extin- 
guish at least a substantial part of the debt 
before the dates when principal payments 
must be made. 

In the event of default the claims of sen- 
ior securities and bank loans must be satis- 
fied in full before any payments are made to 
the subordinated debentures. Any payments 
allocable to the subordinated debentures as 
general creditors are used, to the extent 
needed, to make up any deficiencies in satis- 
fying senior claims in full. 

Beyond the fact that the market influence 
of a default of junior securities is apt to be 
unfavorable on senior securities, even when 
fully protected, it would appear that assets, 
both current and non-current, provided by 
the funds realized from the sale of subor- 
dinated debentures add to the basic security 
of both senior issues and bank loans. If the 
company is unable to retire the subordinated 
debentures by converting them into com- 
mon stock, it is compelled by the indenture 
provisions to make principal payments with 
the resulting depletion of current assets. The 
drawing off of current assets to extinguish 
junior debt reduces the security of the senior 
debt in the same manner as the payment of 
dividends or the retirement or repurchase 
of equity securities. Well drawn bond inden- 


tures limit the payment of dividends by pre- 
scribing minimum retention of earnings and 
net current assets. 

Similar restrictions are necessary to pro- 
tect senior security holders from unlimited 
retirement of subordinated debentures. How- 
ever, too tight indenture restrictions that may 
bring about technical defaults (because trus- 
tees representing scattered security holders 
are unable to act promptly to take forestall- 
ing action) are disadvantageous. A contin- 
gent sinking fund related to both earnings 
and net current assets appears preferable for 
all concerned, senior claimants, subordinated 
debenture holders, and common stockhold- 
ers. 

Long maturities are indicated for subor- 
dinated debentures. Given sufficient time 
most well managed companies should be 
able to extinguish subordinated debt from 
earnings without too great jeopardy to the 
interests of the holders of senior securities. 

Contingent sinking funds. on subordinated 
issues should be junior to the payment of 
reasonable dividends on the common stock, 
particularly if the issues are convertible. In- 
terruption of dividends is destructive of 
market values and makes more remote the 
extinguishment of debt by conversion or 
equity financing. 





tory, will represent about 5% of the 
sales dollar on an overall basis. 


New York Society, March 18. 
ALUMINIUM LIMITED 


NATHANIEL V. Davis, president 


The aluminum industry is now in a 
position of excess capacity. Expansion 
programs are retarded but there have 
been no developments to impair long 
term growth potential. This company is 
basically a producer of ingot and has 
followed the policy of producing where 
costs and the investment climate offer 
best opportunities for profitable opera- 
tions. 

Main production facilities are now 
concentrated in Canada because of abil- 
ity to develop company-owned hydro- 
electric power. By the end of 1959 in- 
stalled capacity will reach 414 million 
h.p. capable of supporting primary 
aluminum production of one million 
tons which represents an increase of 
about one-third over present capacity. 
New plants are under construction in 


Jamaica, British Guiana, and a new 
raw material source is under develop- 
ment in French East Africa. 

Earnings for 1957 of $1.37 a share 
are down from $1.85 reported for 1956. 
Profit outlook for the current year was 
described as uncertain. 

New York Society, March 24. 


FREEPORT SULPHUR CO. 


By LaNncBourNeE M. WILLIAMs, chairman 
and president 


Sulphur is now generally in over sup- 
ply. Mexican producers are now selling 
sulphur at low prices which prevailed 
under price controls and if this con- 
tinues some mines will cease to produce 
and new projects will not go forward. 
At that time Freeport expects to be op- 
erating its best mines. 

Before this correction takes place there 
may be some unfortunate developments, 
as Frasch process mines, once shut down, 
seldom resume production and the 
sulphur in the ground will be lost for- 
ever. 
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The present price of sulphur is too 
low and represents only a 30% in- 
crease in 25 years compared with in- 
creases in the prices of tin of 140%, 
zinc almost 150%, petroleum more than 
2000%, and copper 250%. 

Wages at the sulphur mines have risen 
330% and pipe some 180% during the 
same period. 

New York Society, March 17. 


REYNOLDS METALS CO. 


By Joun H. Krey, vice president 


Until the present business decline, the 
history of aluminum had been one of 
recurring shortages so that many poten- 
tial users had been turned away by fear 
of its unavailability. This inspired the 
industry to start expansion programs de- 
signed to increase capacity from 2.2 
million tons to about 3.3 million tons 
by the middle of 1959. 

Aluminum capacity for 1957 was 2.34 
million tons, actually less than 1956 and 
only 6% above 1955. Producers have 
adjusted output to demand but unless 
new uses materialize indicated supply 
may be excessive when new facilities are 
brought into operation. However, the 
use of aluminum is expanding in 
construction, fencing, electrical equip- 
ment, chemical processing, petroleum, 


shipping, railroads, and automobiles. 
Capacities always appear excessive in 
periods of declining business. 


New York Society, March 3 
SCOTT PAPER COMPANY 


By PauL B. Wyant, treasurer 


In 1940, Scott had one plant and sales 
of $20 million against today’s 15 plants 
and 1957 sales of $275 million. In 1951, 
Soundview Pulp Company, the world’s 
largest manufacturer of sulphite, was 
merged. Subsequently, there was added a 
paper mill with four machines to make a 
completely integrated operation. 

In the past five years over $180 mil- 
lion has gone into plant assets, timber- 
lands and investments in foreign affili- 
ates. About 40% of this was generated 
by the business and the balance from 
outside sources. 

Earnings for 1957 were about 314% 
below 1956 and amounted to $2.68 a 
common share. Bank loans have been re- 
duced to $10 million as of the end of 
1957 and are expected to be retired this 
year without financing. 

New York Society, March 6. 


SOUTHWESTERN PUBLIC SERVICE 


By H. L. NicHots, chairman 


Although cost of fuel (natural gas 
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MORGAN STANLEY & CO. 
KUHN, LOEB & CO. 
GOLDMAN. SACHS & CO, 
SMITH, BARNEY & CO, 
AIDDER, PEABODY & CO. 
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This announcement is neither an offer to sell nor a solicitation of an offer to 
buy any of these Debentures. The offer is made only by the Prospectus. 


$80,000,000 


American Can Company 
Thirty Year 3*4% Debentures Due 1988 


Interest payable April 1 and October 1 in New York City 
Price 100% and Accrued Interest 


Copies of the Prospectus may be obtained in any State from only 
such of the undersigned as may legally offer these Debentures 
in compliance with the securities laws of such State. 


THE FIRST BOSTON CORPORATION 
HARRIMAN RIPLEY & CO. 
Incorporated 

F.S. MOSELEY & CO. 
MERRILL LYNCH, PIERCE, FENNER & SMITH 
STONE & WEBSTER SECURITIES CORPORATION 


DEAN WITTER & CO. 


Due April 1, 1988 


CLARK, DODGE & CO. 
BLYTH & CO., INC. 
LEHMAN BROTHERS 


GLORE, FORGAN & CO. 


WHITE, WELD & CO. 
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under boilers) has increased 10! ; 
since 1957, the fuel cost per kilow tt 
hour generated increased only 18%, 
cause of increased efficiency of new 
stallations. 

Based on meter count the populat: »n 
of the 15 principal cities served has .»- 
creased over 60% since 1950 on top of 
an increase of nearly 76% from 1940 to 
1950. 

No new financing will be required })c- 
fore 1959 when a total of $16 million of 
bonds and preferred stock will be sold to 
retire bank loans of $12 million and 
complete the construction program for 
the 1959 fiscal year. No new common 
stock financing is scheduled until 1962. 

Common stock of the company is held 
in large blocks by 16 European invest- 
ment trusts in Scotland, England, Swit- 
zerland, and France. 

Los Angeles Society, March 10. 


THE TRANE CO. 


By D. C. Minarp, president 


Sales and profits both set records in 
1957 with about an 8% increase over 
1956. While the backlog of $32 million 
at the end of 1957 was reduced some- 
what in January and February, it ap- 
pears that the first quarter will be ahead 
of the 1957 first quarter. 

Trane has concentrated on production 
of engineered type air conditioning 
equipment for large installations such as 
hotels, factories, offices, and _ theatres. 
Company also expects to provide cooling 
for the existing home regardless of 
whether it is heated by warm air, steam, 
or hot water. They are building a new 
plant at Clarksville, Tenn. to manufac- 
ture such year-round air conditioners. 

For 1958 a sales increase is projected 
of about the same proportions as in 
1957. 

New York Society March 10 


A A A 
REAL ESTATE MANAGEMENT 


(Continued from page 319) 


bearing on profit or loss in estate ad- 
ministration of real estate. What is more, 
they cause much misunderstanding and 
heartache on the part of beneficiaries. 
Well chosen income real estate will 
continue to be an excellent trust invest- 
ment. Its importance for diversifica!ion 
and increased income in many irust ac- 
counts is generally recognized. Real 
estate investments form an impor ant 
part of our own trust operations. |! is 
hoped that these suggestions will make 
the lot of some Real Estate Officers mre 
pleasant and their departments mre 


profitable. 
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PULLMAN INCORPORATED 


reports 


Record Revenues and Profits 


for 195/ 


Highlights 
from the 1957 Annual Report 


The year 1957 was one of record achievement for 
Pullman Incorporated. Each of its subsidiaries sus- 
tained high levels of operation throughout the 
period with the result that earnings per share were 
the highest in the corporation’s history. 


Consolidated revenues for Pullman Incorporated 
and its subsidiaries for 1957 amounted to $426,- 
382,586 compared with $368,130,172 for the pre- 
vious year. Income before taxes was $30,455,657 
compared with $23,998,545 a year ago. Consoli- 
dated net income after taxes was $14,801,657 
against $12,651,545 in 1956. This amounted to 
$6.67 per share in 1957 compared with $5.71 a 
year earlier. 


Dividends declared during the year were $4.00 
per share, including the $1.00 per share extra 
dividend paid to stockholders on January 6, 1958. 
The year 1957 marked the 91st year that Pullman 
Incorporated and its predecessor companies have 
paid consecutive quarterly cash dividends, the 
second longest record among all companies listed 
on the New York Stock Exchange. 


During 1957 each of the three operating sub- 
sidiaries — Pullman-Standard Car Manufacturing 
Company, The M. W. Kellogg Company and 
Trailmobile Inc.—effected improvements in manu- 
facturing practices and instituted further econo- 
mies and controls designed to improve their over- 
all operations. 











PULLMAN-STANDARD CAR MANU- 
FACTURING COMPANY achieved rec- 
ord earnings in 1957. The Company also 











maintained its leadership in the industry 
by delivering many more freight cars to the 
nation’s railroads than any other car building 
firm. Orders for new freight cars, however, did 
not keep pace with deliveries and the Company 
entered 1958 with a backlog substantially below 
that of a year ago. In the light of the current 
difficulties facing America’s railroads, Pullman- 
Standard anticipates a lower volume of business 
in 1958 than in 1957 and has adjusted its opera- 
tions accordingly. However, the Company is 
geared to take quick advantage of any upward 
surge in the ordering of freight cars that may 
take place during 1958. 








THE M. W. KELLOGG COMPANY 
achieved results for 1957 that were most 
encouraging, with revenues and earnings 











up sharply over those of 1956. During the 
year just ended further improvements in manu- 
facturing operations were effected and steps were 
taken to expand the Company’s areas of activities 
in the fields of engineering and construction. 


Considering the amount of work under way, the 
backlog of business already booked and addi- 
tional orders expected during the coming year, 
the outlook for Kellogg appears good and over- 
all earnings should be well sustained or some- 
what bettered in the current year. 








TRAILMOBILE INC., the truck-trailer 
manufacturing subsidiary, saw domestic 
sales volume increased slightly over the 
high levels attained in 1955 and 1956. A 
nominal reduction in new trailer sales was 
more than offset by higher used trailer 
sales and increased service volume. 











Although the backlog at the end of 1957 com- 
pared favorably with the previous year-end, the 
prospects are that the volume of new orders for 
the early months of 1958 will not equal that of a 
similar period in 1957. However, gradual im- 
provement is expected during the year. New 
product and design innovations will become 
available during the year to stimulate broader 
sales activity. Also there are external factors in 
support of increased tempo during the remainder 
of 1958. These include the potential opportuni- 
ties in container applications and the accelera- 
tion of the Federal highway program. 


For a copy of the 1957 Annual Report write: 


Pullman Incorporated 


100 West 10th Street, Wilmington 99, Delaware 
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DIFFICUT TASK FACED BY INVEST- 
A ment analysts and industrialists 
who seek to keep abreast of atomic en- 
ergy developments is maintenance of 
perspective. 

Development of benchmarks or guides 
to evaluate news, facts and opinion in 
the steady flow of information from 
government, laboratories, scientists, in- 
dustry and political and economic ana- 
lysts is needed. 

The outpouring of information is un- 
derstandable. Well established industries 
have expanded into the field. New in- 
dustries have developed around the atom 
in less than a decade. Some are small by 
some standards of sales and markets, 
but the field of the peaceful atom is ex- 
panding. 

To put the nuclear energy business 
into focus as to its present and future 
roles in the nation’s overall energy pic- 
ture is a worthwhile objective — since 
one of the big potentials of the atom is 
in the energy field. 

To serve that purpose, here are some 
points to check against: 


1. Nuclear Energy Basically Is 
Another Fuel to Draw Upon 


For all the dramatics it has inspired, 
nuclear energy is merely a new kind of 
fuel that is beginning to take a place in 
the basic energy picture. Despite gloomy 
forebodings by other fuel interests, nu- 
clear energy will not displace coal, nat- 
ural vas or petroleum as vital sources of 
energy. The nation will continue to gen- 
erate and use hydro-electric power and 
to develop additional economically feas- 
ible hydro sites. Attempts at harnessing 
the vast quantities of solar energy that 
fall upon the earth will continue. 


2. he Nation Must Develop All 
I's Energy Resources 


D velopment of all energy sources 
mus continue because our nation (and 
the orld) has an insatiable and grow- 
ing .ppetite for energy. Projections for 
futu.e energy use make graphs that 
clin ) like Pike’s Peak. Use of electricity 
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NUCLEAR ENERGY REPORT 


Developments of Investment and Commercial Interest 


in the U. S. has been doubling or better 
every 10 years. From 1941 to 1956, 
sales of home electrical equipment in- 
creased 450 per cent. And automation in 
industry will require vast quantities of 
electricity. So great, in fact, is the pro- 
jected future need for energy that a re- 
port just issued by the Edison Electric 
Institute’s Technical Appraisal Task 
Force on Nuclear Power says nuclear 
power may not be the final answer. This 
group points out that known world 
uranium reserves available at present 
prices are about 1,000,000 tons, with 
development of an additional 1,000,000 
tons considered favorable. At present 
rates of power consumption, the Task 
Force said this would provide all of 
the world’s electricity for a period of 
only 20 years. 


3. Economic Nuclear Power Pre- 
dictions Differ 


There are so many variables that pre- 











From Chase Manhattan Bank’s booklet 
“Future Growth of the World Petroleum 
Industry.” 


CoAL WILL LONG REMAIN KING 


VINCENT R. FOWLER 


Senior Vice President, Bozell & Jacobs, Inc. in charge of Nuclear Energy Division 


dictions as to when nuclear power will 
be competitive with power from fossil 
fuels differ widely. The EEI Task Force 
believes there is a “a good probability” 
that nuclear costs may be reduced suf- 
ficiently in the next 10 years to make it 
economically competitive in some parts 
of the U. S. and generally competitive in 
20 years. The Task Force also said “it 
is not possible to identify the type of re- 
actor which is most likely to be success- 
ful.” It feels that only a few of the pres- 
ent proposed types will last through the 
first round of full-scale prototypes. 


4. The Day of Fusion Power Is A 
Guess 


At this time, few are willing to guess 
when thermonuclear power — utilizing 
the hydrogen fusion reaction — may be 
commercially feasible. The EEI Task 
Force will not even guess when it will 
become technically feasible. Fischer 
Black, editor and publisher of Electrical 
W orld, utility trade magazine, on March 
31st said it was conceivable thermonu- 
clear power plants might be built in 20 
to 50 years. The fusion process would 
utilize deuterium, a heavy form of hy- 
drogen found in sea water, and if feas- 
ible would make energy available in 
abundance. 


5. Predicts Coal Will Be Dominant 
Factor 


Electrical W orld believes that coal will 
be “the predominant factor” in the 
U. S. energy picture between now and 
at least 1975. Publisher Black foresees 
a three-fold increase in use of coal for 
power generation over the next 18 years, 
with coal’s share in such generation ris- 
ing from 55 percent of annual power 
production in 1957 to “at least” 66.5 
percent in 1975. Coal supplies are esti- 
mated as ample for hundreds of years. 
In 1975, Black expects nuclear power to 
account for only 4 percent of total power 
generated. At the same time he predicted 
that “in some areas of the country, gas 
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will all but disappear as a boiler fuel 


by 1975.” 


6. Steam Turbine Has A Future 


Whatever the fuel, power plants will 
continue to use the highly-developed 
steam turbine. Dr. C. Guy Suits, General 
Electric vice president and research di- 
rector, sees nothing on the technological 
horizon that gives promise of replacing 
the turbine, at least “on a big scale or in 
the near future.” (This helps to put in 
perspective the announcement of limited 
laboratory successes in direct conversion 
of nuclear energy into electricity.) 


7. The Atom Has Other Future 
Uses 


There are other uses for the atom in 
addition to generating electricity. The 
two that appear most important today 
are radioisotopes (discussed more fully 
below) and industrial heat 
in this column last month). 

Most of the preceding projections on 
basic energy refer to the United States, 
which is abundantly endowed with fossil 
fuel resources. Other areas, notably in- 
dustrialized Western Europe and Japan, 
are threatened with a shortage of energy 
acting as a major brake on economic 
growth. They see atomic power as their 
best solution. EURATOM, the atomic 
community formed by Western Euro- 
pean countries, hopes to have 15 million 
kilowatts of nuclear electric power by 
the end of 1967. 

Following these guidelines, various 
facets of the total U. S. energy situation 
will be examined in addition to atomic 
energy developments such as these. 


(discussed 


Utilizing Underground Atomic 
Explosions 


In a Capitol Hill appearance last 
month, before a Senate Foreign Rela- 
tions subcommittee, Commissioner Lib- 
by outlined some possible practical uses 
for atomic explosions based on the un- 
derground test conducted by AEC last 
Fall— 


—Enormous quantities of each can 
be quickly moved. 

—Vast, deep harbors can be created. 

—Old oil fields might be opened up 
to flow again. 

—Radioactive rocks, impregnated by 
the atomic explosion, can be taken 
out and dissolved to produce useful 
isotopes. 

—A new approach to atomic electric 
power generation may be possible. 


In connection with the last point, 
Commissioner Libby announced that 
AEC has embarked on “Project Plow- 
share.” The idea is that in a dry moun- 
‘ain, with practically zero conductivity, 
the great heat from an atomic explosion 
might be trapped. Pumping water into 
the mountain would then create steam. 


General Electric’s Viewpoint 


Francis K. McCune, General Electric 
Company vice president for atomic de- 
velopment, vigorously presented a pri- 
vate enterprise position to the Congres- 
sional Joint Atomic Energy Committee. 
He argued against full government own- 
ership of nuclear power plants because 
this would produce “the least benefits 
at the most cost.” 

While pointing out that since 1954 
General Electric has invested $6,000,000 
on atomic facilities at San Jose and $14,- 
000,000 at Vailecitos, both in California, 
Mr. McCune asserted that “the demands 
of the internal economy do not now re- 
quire a new source of energy for elec- 
trical power production, and will not for 
many years. This country has a great 
deal of coal and uses it more effectively 
than any other nation to produce power. 

“The international situation may be a 
different matter . . . If we are pursuing 
international good will as distinct from 
domestic economic objectives, it should 
be the taxpayers’ money which is being 
spent for this good will.” 

Concerning work performed under 
contract by General Electric for the 
Atomic Energy Commission, Mr. Mc- 
Cune said that “industry generally be- 
lieves that true profit is so low as to 








make such business marginal. We beli: ve 
that during the past ten years there ss 
been an erosion of the incentives wh. +h 
attract our most qualified concerns .5 
government work.” 

Citing hidden costs, the GE execut ve 
said that “in undertaking work for 
government, any company like Gen: 
Electric is obliged to devote to the w 
valuable and scarce resources of ma 
gerial and technical personnel. In do 
so, it foregoes the opportunity to « 
ploy these people in commercial business 
where experience shows that the prospect 
of a return is far more inviting.” He 
said that in work for the AEC, General 
Electric employs eight times as many 
technical graduates per dollar of sales, 
as it employs in commercial work. 
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Uranium Mining and Processing 


Uranium mining has been one of the 
Cinderella industries of the atomic age. 
It is hard to believe that before World 
War II, one of the principal uses of 
uranium was to produce an orange glaze 
on pottery! 

Domestic production of uranium ore 
increased to 3.6 million tons during 
1957. In terms of uranium concentrate, 
production is now at the rate of 10,000 
tons annually and is scheduled to in- 
crease to more than 15,000 tons annu- 
ally by next year. Before the end of 1959 
this rate may reach 17,000 to 18,000 
tons. 


Total domestic reserves are now esti- 
mated at 75,000,000 tons of ore as 
against 60,000,000 tons last year, repre- 
senting about a ten-year supply at the 
estimated 1960 production rate. During 
1957 a substantial portion of total urani- 
um concentrate was purchased from 
foreign sources, but AEC expects this to 
be a temporary situation. Many contracts 
expire during the 1960-1966 period and 
no new commitments have been made 
recently. 


AEC announced last October that it 
would limit new domestic procurement 














Cutaway model of N.S. Savannah, world’s first atomic merchant ship. The Babcock & Wilcox Company, prime contractor for the 


vessel’s propulsion plant, reported that criticality, or sustained nuclear fission, was achieved recently in an experimental reactor built 
near Lynchburg, Va., as an aid in developing the nuclear propulsion system for the ship, scheduled for completion in 1960. Estim ‘tes 
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of the power plant’s capability run as high as 350,000 miles on a single core loading of nuclear fuel. 


TRUSTS AND Esta ‘ES 





















orn 


cD 


o 


a — 


ent 


the 
uilt 
tes 





Api tt 1958S 


SALES UP 6%. Despite the nation’s economic uncer- 
tainties in the latter part of the year, General Electric's 
1957 sales reached a record $4.3 billion. This year’s 
annual report gives the approximate percentages of 
sales in four broad classifications of products: heavy 
apparatus— 26% ; industrial components and materi- 
als—27%; consumer goods—27%; defense-product 
departments — 20%. 


EARNINGS ROSE 16%. General Electric earnings for 
the year established a new high of $247.9 million. 
This was equivalent to $2.84 a share— 16% higher 
than in 1956. As a per cent of the sales dollar, earn- 
ings rose from 5.2 in 1956 to 5.7 in 1957. 


59TH CONSECUTIVE YEAR OF DIVIDENDS. The $2.00 a 
share paid in 1957 was 70% of net earnings for the 
year, as compared with an average of 66% since 1899. 


BREAKTHROUGHS IN RESEARCH AND DEVELOPMENT. 
1957 saw the first commercial production of man- 
made industrial diamonds. General Electric scientists 
and engineers created borazon, another new diamond- 





A new high in sales... record earnings... 
new breakthroughs in research and development... 


Highlights of a year of 
progress at General Electric 


ADVANCING THE NATION’S WELFARE: General Electric introduced new products for the home to help people Live Better Electrically. 


SERVING THE NATION’S 
DEFENSE: Work on 16 major 
missile projects is representa- 
tive of General Electric’s 
complex defense assignments. 


hard material with superior heat resistance. Major 
advances were also made in the fields of metallurgy 
and magnets, in new plastics that may replace metals, 
in converting heat directly into electricity, and in the 
study of power from atomic fusion. Power reactor 
license #1 was granted to General Electric by the 
AEC for operation of the atomic power plant at the 
company’s Vallecitos Atomic Laboratory. 


FOR DETAILS OF THESE AND OTHER AREAS OF PROG- 
RESS, send for your free copy of the Annual Report; 
write General Electric, Dept. H2-111, Schenectady, 
New York. If you own General Electric shares 
held in the name of a broker, or in the nominee 
name of a bank or trust company, write to Dept. 
V2-111, and we will mail you regularly our share 
owners’ publications. 


Progress /s Our Most Important Prodvet 
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involving construction of new milling 
facilities — an upsetting announcement 
for producers. Reason given was that 
deliveries already contracted for appear 
adequate to meet presently projected 
military and civilian requirements. 

Overall AEC policy is to encourage 
participation in atomic developments by 
private industry. Recently private com- 
panies have begun to process enriched 
uranium into uranium oxide and metal 
for use in fuel elements, and to produce 
thorium and thorium compounds. Pri- 
vate companies have also entered the 
field of recovering unirradiated uranium 
scrap, a service the Commission former- 
ly had to perform. AEC has had less 
success in encouraging private industry 
to enter the field of “hot” processing of 
radioactive material. 


Atomic News Notes 


At Argonne National Laboratory near 
Chicago, a very promising “experimen- 
tal boiling water reactor” reached 61.,- 
700 kilowatts of heat on March 20th, and 
engineers are considering putting addi- 
tional fuel in the core to increase power 
production even more. The importance 
of this is that it represents a three-fold 
increase over original design capacity 
of 20,000 kilowatts. An ultimate five-fold 
increase is foreseen by Argonne scien- 
tists. This indicates that this design may 
hold considerable promise for economic 
nuclear power. 

Wade M. Edmunds, Special Assistant 
for Nuclear Power Projects at the Rural 
Electrification Administration, last 
month forecast a considerable market 


for small atomic 
power plants of 10,- 
000 to 50,000 kilo- 
watts capacity. 
According to Ed- 
munds, “Someday we 
may see small auto- 
matic power plants 
replacing substations | 
for serving rural 
areas. This would 
eliminate large cen- 
tral: generating plants 
and transmission 
lines.” He said he ex- 
pects U. S. nuclear 
power capacity to 
be over 200,000,000 
kilowatts by 1980. ‘ 
On the other hand, : 
Leonard F. Reichle, ».™ 
Nuclear Engineering 
Director of Ebasco 


atte 


NEW SHAPES ON THE HORIZON 





Services, utility com- Aluminum sheathed pool-type reactor for University of Munich’s 
9 


pany engineering con- 
sultants, believes pros- 
pects for small nu- 
clear power plants are dim in the 
United States, although markets may 
exist abroad. This view is a more com- 
mon one. 


Competition Keen for Italian Job 


Competition is keen to win the $50,- 
000,000 contract for construction of a 
150,000 kilowatt atomic plant for SENN, 
Italian syndicate of government and pri- 
vate utilities. Four U. S. groups — GE 
and Ebasco Services; Babcock & Wilcox 
and H. K. Ferguson; Westinghouse and 
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new nuclear research center, built by American Machine & 
Foundry Co., is the largest for research to be built in Europe 
under the Atoms-for-Peace program. 


Kaiser Engineers; and Atomic Interna- 
tional Division of North American Avia- 
tion and Bechtel Corporation — are bid- 
ding against five British, one Canadian 
and one French group. Bids are to be 
submitted on April 30th. 

Nuclear Products-Erco Division of 
ACF Industries has developed a small, 
10 kilowatt reactor for training and re- 
search purposes. Cost will be around 
$185,000. The market for such vest- 
pocket reactors is expected to be good. 
Foreign demand alone in the neighbor- 
hood of $30,000,000 was forecast re- 
cently. 

On March 5th, Massachusetts utilities 
interested in the Yankee Atomic Electric 
Company, which is building a 134,000 
kilowatt nuclear power plant at Rowe, 
Mass., filed an application with the Mas- 
sachusetts Department of Public Utili- 
ties covering $4,000,000 of temporary 
financing. The new money will bring 
Yankee’s capitalization to $8,000,000, 
the other $4,000,000 being in capital 
stock owned by Yankee’s sponsoring 
companies. Total capital reqiurements 
are presently estimated at $57,000,000. 


Arrangements have been made to pro- 
vide permanent financing for these re- 
quirements by the placement of $20,000,- 
000 first mortgage bonds with a group 
of life insurance companies, $17,000,000 
unsecured borrowings from a group of 
commercial banks, and $20,000,000 
from capital stock owned by the spon- 
soring companies. 


Major construction on this plant v'l! 
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begin in April with completion scheduled 
for late 1960. The sponsoring utilities 
are New England Electric System, Con- 
necticut Light & Power Company, Bos- 
ton Edison Company, Central Maine 
Power Company, Hartford Electric Light 
Company, Western Massachusetts Elec- 
tric Company, Public Service Company 
of New Hampshire, New England Gas & 
Electric Association, Eastern Utilities 
Association and the Central Vermont 
Public Service Corporation. 


Coal’s Comeback in Energy Picture 


The bituminous coal industry pro- 
vides a striking example of the need 
for the investment community to do a 
constant “pulse-taking” job in the ener- 
gy business. 

Not long ago coal was considered a 
relatively “sick” industry facing serious 
inroads in its markets from oil and gas 
industries. The industry has been mak- 
ing a remarkable comeback. Its leaders 
base forecasts for continued future 
growth on these factors: 

1. The industry has been heavily 
mechanized, and is making prog- 
ress towards increased mechaniza- 
tion. 

2. Coal is obtaining a competitive 
price advantage over other fuels 
in some areas of the nation. 

3. Extremely large recoverable re- 
serves of coal at current prices as- 
sures a continuation of competiti- 
tive advantages. 

4. Nation’s coal producers base 
growth outlook on projected in- 
crease in coal consumption by elec- 
trie utilities, steel mills, aluminum 
plants and other industrial con- 
cerns, 

5. Coal, once the area of severe labor 
disorders, has become a realm of 
labor peace. 

Production Upped by 
Mechanization 


Today American coal miners are the 
most productive in the world. Their aver- 
age production is about 11 tons per day 
in underground mines as compared with 
1.8 tons in England and France and 1.3 
tons in Belgium. Such production figures 
represent output almost twice as large 
as at the end of World War II. This phe- 
nomenal increase in productivity is the 
resui' of the increase in mechanization. 

Industry investment in mechanization 


has vaid off since 1950. For example: 
One najor coal producer reported plant 
inve-'ment per worker then of approxi- 
mat $4,623 with annual production 
per « nployee of 829 tons. By 1955, plant 
and .achinery investment per employee 
reac ed $9,648, and annual production 
aver zed 1,853 tons per employee. This 
sam trend has been reflected through- 
out %e industry. 

Apri. 1958 


Changing Pattern of Coal 
Marketing 


Since 1946 the composition of the do- 
mestic market for coal has undergone a 
drastic change. Consumption by Class | 
railroads and retail deliveries declined 
from 211 million to about 40 million 
tons at the close of 1957. The most sig- 
nificant change in the long-time future 
of the industry is the rise in coal con- 
sumption by electric utilities. This re- 
flects not only the tremendous growth 
in the nation’s consumption of electric- 
ity, but also the increase in the percen- 
tage of electricity generated by steam 
boilers using coal. This is a most desir- 





able market because of its year-round 
stability. The table shows the pattern of 
coal marketing from 1946 through 
1957: 


U.S. CONSUMPTION OF BITUMINOUS COAL 
(Thousands of net tons) 





Consumption by: 1946 1957 
Electric Companies _.. 68,743 157,398 
Steel and Coke 91,891 112,892 
Railroads iso cain tt LS 8,401 
Other Industrial 129,000 98,681 
Retail 100,586 36,237 
500,386 413,609 


Source: U. S. Bureau of Mines. 


Today, more electric energy is pro- 
duced from coal than at any time in the 
past. In all probability this trend will 
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continue. Sites for large hydroelectric 
installations, except in the Northwest, 
are almost exhausted. Relative costs of 
other fossil fuels have been increasing. 
Improved coal fired boilers are being de- 
veloped which tend to reduce the per 
kilowatt fuel cost. All these factors work 
to give a favorable outlook for greatly 
increasing use of coal by the electric 
utility industry. 


Aluminum Expands in Coal Areas 


The aluminum industry is now ex- 
panding in coal producing areas which 
are near major aluminum markets. With 
about 10 kilowatt hours required to pro- 
duce one pound of aluminum, electricity 
is a major cost item. Aluminum plants 
have traditionally been located near sites 
of large hydroelectric projects. But, by 
locating new reduction plants adjacent 
to electric generating stations which are 
near a coal mine, aluminum producers 
can have the benefit of a fuel cost of 
only .132 to .176c per KWH (assuming 
steam coal at $4.40 per ton and the use 
of .6 to .8 pounds of coal per KWH). 
Since the aluminum industry is contem- 
plating a capacity of twice its present 
size, by 1970, bituminous coal may be 
expected to supply the fuel for a sub- 
stantial share of this growth. 





TRUST INVESTMENT 
COUNCIL 


A LIFESAVER FOR 
COMMUNITY BANK TRUST OFFICERS 


More than 100 progressive com- 
munity banks, alert to the need of 
maintaining a modern, forward- 
looking trust department, testify that 
their membership in the Studley, 
Shupert Trust Investment Council is 
a lifesaver. It provides them with 
special help on individual accounts 
as well as a continuous flow of basic 
trust investment data vitally neces- 
sary to prudent management. 


WRITE FOR DETAILS 


STUDLEY, SHUPERT 
TRUST INVESTMENT 
COUNCIL 


1617 Pennsylvania Bivd. 
Philadelphia 3, Pa. 
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The steel industry is the second largest 
consumer of coal in the United States. 
Approximately .9 ton of coal is con- 
sumed in the production of 1 ton of steel. 
The contemplated increase in the de- 
mand for steel in the years ahead could 
create additional demand for as much as 
15 to 18 million tons of coal in the next 
five years. 


Healthy Future Projected for 
Industry 


Taking into account all possible 
growth factors for the domestic coal in- 
dustry, several attempts have been made 
in the past few years to project future 
demand for coal. The following table in- 
dicates the low and high estimates for 
three such projections: 

PROJECTED DEMAND FOR COAL IN 


UNITED STATES IN 1975 
(millions of Net Tons) 


President’s Materials Policy 


Commission (1952) 800 plus 
Panel on Peaceful Uses of 
Atomic Energy (1956) 
Low Estimate 674 
High Estimate 910 
U.S. Bureau of Mines, Outlook 
and Research Possibilities for 
Bituminous Coal (1956) 
Low Estimate 759 
High Estimate 1,645 


All these projections ranging from 
about 40 to over 300 percent increase in- 
dicate a healthy outlook for this impor- 
tant industry. 


Export Market for Coal 


The export market for domestically 
produced coal is an important factor in 
the health of the industry. During 1957, 
exports increased to 71,844,000 net tons, 
with 18,410,076 net tons going to Can- 
ada. 

Development of economic atomic 
power in Europe would probably make 
a substantial reduction in coal exports 
to that area of the world in the years 
ahead. This situation, however, is still 
some years in the future. 


Coal Reserves 


Coal is now and will continue to 
the real “workhorse” in sharing » 
America’s energy needs. The indus 
can be depended upon because of i 
mendous reserve of recoverable coal in 
this country estimated to be ab: ut 
1,900 billion tons. Even more important 
than the quantity of reserves is the fact 
that approximately one-quarter of th:se 
reserves may be economically mined at 
today’s prices. Thus, the reserves of coal 
represent almost 500 years’ supply at 
present rates of annual production. 

The industry’s important role in the 
nation’s regional and national econoimy 
is found in these recently reported facts: 

In the coal industry there are approxi- 
mately 5,500 companies operating about 
8,000 mines and employing almost 220. 
000 production people. While some coal 
is mined in 22 of the 48 states, six states 
— West Virginia, Virgina, Kentucky. 
Alabama, Arkansas and Tennessee — 
produce almost 60 percent of the nation’s 
total of about 500 million tons annually. 
More than half of the total comes from 
West Virginia and Pennsylvania, the 
latter producing all the anthracite in the 
country. 





A A A 


Community Foundations 
Council to Meet 


The 9th annual meeting of the Na- 
tional Council on Community Founda- 
tions, Inc., will be held May 8-9 at Hotel 
Moraine-on-the-Lake, Highland Park, Ill. 
The first day’s session will hear ad- 
dresses on “Role of Research in Com- 
munity Foundation Effectiveness.” 
“Metropolitan Segregation: Approaches 
to Solution,” and group discussions. 

The second day will feature reports 
of committees and a panel discussion of 
“Fundamental Operational Problems of 
the Small Foundations.” A testimonial 
will be presented to Frank D. Loomis, 
founder of the Council. 








DRUG BUSINESS WANTED ON ATTRACTIVE PLAN 
FOR ESTATES, TRUSTS 


Well known national drug firm is interested in acquiring additional 
established products small or large in drug or allied field. We have a 
proven plan of particular interest to trusts, estates, and family-owned 
companies, under which present owners can continue to receive income 
which would be increased by the growth which we create. One possible 
plan provides an attractive means of disposition for owners who seek 
continued income with capital gain on ultimate sale. 


To anyone whose inquiry evidences real interest we will gladly disclos« 
our identity, and provide ample credit information through one of New 
York City’s leading banks. We are principals. You may write in confi 
dence to Box 180, Trusts aNp Estates, 50 East 42nd Street, New York 17 
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Industrial 
Miracle: 


7%-cent steel 


Mosr MEN AND WOMEN would have no 
earthly use for an ingot of steel. So you may not 
have the remotest idea of what steel costs. 


Actually, for all of the steels that it ships, United 
States Steel gets an average of 73/4, cents a pound. 
Less than a dime still buys a commodity whose 
manufacture requires billions cf dollars worth of 
equipment, the skills of hundreds of thousands of 
men, and mountains of raw materials gathered 
from many parts of the world! 


Since steel in some form touches your life every 
day, we think you’ll be interested in what U. S. 
Steel is doing to keep steel the cheapest of all 
common metals. 





Ay 


In laboratories at U. S. Steel’s new research center at Mon- 
roeville, Pa., we are making today’s steel a better value. 
There, too, we are developing steel to withstand heat from 
atmospheric friction as no other metal can, for supersonic 
flights of the future. A long-range program is aimed at devel- 
oping a metal twice as strong as any now existing. Here, 
research men are working on new high temperature alloys. 


0 hold costs and prices at the lowest possible level through 
.creased operating efficiency, U. S. Steel is continually im- 
roving its facilities. For example, shown above is one of 
. S. Steel’s new sintering plants scheduled to start opera- 
on in the Fall of 1958. Upon completion, the plant will 
roduce 15,000 tons of sintered ore daily for U. S. Steel 


To make steel cheaper to use, U. S. Steel supplies it in hun- 
dreds of convenient forms, to thousands of individual plants 
which process, fabricate and assemble steel products for sale. 
However, even in a product that is mostly steel, the cost of 
the steel is one of the smallest factors. An unusual order for 
steel was this plate mill roll, the world’s largest, forged and 
machined at a U. S. Steel plant. 





blast furnaces in the Monongahela Valley. In the face of 
mounting costs of new equipment and inadequate deprecia- 
tion allowances, we have spent three and one-half billion 
dollars on improved facilities since 1945. Modernization 
programs in the Pittsburgh and Chicago districts, and in the 
West, will soon increase capacity over two million ingot tons. 


Watch the United Stctes Steel Hour o:: television. See your local newspapers for time and station. 


ss) United States Steel 


L 1958 
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STAN DARD OIL COMPANY onpuanay 


and Subsidiaries Report 
Earnings Steady in 1957; Dividends Paid for 64th Consecutive Year; 
Income Tops $2 Billion for First Time 


PRODUCTION of crude oil and natural gas liquids and of natural 
gas reached record totals in 1957 despite the sharp decline in 
domestic crude oil production when the Suez crisis ended. Our 
domestic production for the year was up 4.3 per cent, substantially 
more than the domestic industry gain of about 0.3 per cent. A 
number of concessions were acquired in Venezuela. Our wildcat 
drilling program was expanded. Our success ratio in unproved areas 
was considerably above the industry average. Despite record pro- 
duction we were able to increase our proved reserves of crude oil and 
natural gas liquids, and of natural gas in a year when industry 
reserves of crude and natural gas liquids declined. 


RESEARCH brought about important advances in 1957. The Ultra- 
forming process was improved. Octane needs can now be met with 
a catalyst containing only half as much platinum as was previously 
required. We improved our Isomate process for raising the octane 
number of the lighter portions.of gasoline. We perfected a jet fuel 
that will meet the needs of future types of supersonic airplanes. 
Research on greases led to a new line of industrial greases far 
superior to any on the market. In the oil finding field, advances were 
made in the use of high-frequency recording techniques. Royalty 
income from licensing our processes was the highest in many years. 


MANUFACTURING. Greater efficiency, cost control and quality 
improvement were of primary concern in 1957. Our current objec- 
tive is to replace older and less efficient units where needed with 
larger, better, and more automated facilities. More economical 
operations and better products will result. 


MARKETING. The introduction of Gold Crown super-premium gaso- 
line and improved Red Crown throughout the parent company 
territory was a great success, helping the parent company to gain 
substantially in total volume of gasoline sold. Consolidated com- 
pany results for the year, however, showed practically no change in 
sales volume of all products. This was about the same result as 
for the industry as a whole. 


NET EARNINGS of our consolidated Company in 1957 were 
$151,509,000, as compared with $149,432,000 in 1956. The 1957 


results were reduced $5,886,000 by a special charge resulting from 
abandonment of our synthetic gasoline and chemicals plant at 
Brownsville, Texas. Per share earnings, based on an average of 
35,520,999 shares outstanding during the year, were $4.27. This 
compares with $4.33 a share in 1956, when the average number of 
outstanding shares was 34,487,352. Total income for the year was 
$2,029,689,000, the first time in our history it has passed the $2 
billion mark. This was 6.2 per cent greater than in 1956, an increase 
due largely to higher revenues from sale of crude oil and refined 
products. 


DIVIDENDS. In line with our policy of paying dividends approxi- 
mately equal to one-half of earnings, regular cash dividends were 
supplemented in the fourth quarter with a special dividend in 
Standard Oil Company (New Jersey) stock. Dividends paid, includ- 
ing the market value on date of distribution of the special fourth- 
quarter dividend in Standard Oil Company (New Jersey) stock, 
amounted to $2.11 per share. Dividends were paid in 1957 for the 
64th consecutive year. 


CAPITAL EXPENDITURES AND BORROWINGS. Our capital expendi- 
tures for the year increased substantially to $340,274,000. The 
increase was due to the purchase of concessions costing about 
$50,000,000 in Venezuela. These heavy expenditures during 1957 
involved no increase in net borrowings, which at 12 per cent repre- 
sent the lowest ratio to total assets since 1946. 


EMPLOYEES. Our continuing efforts to control costs by making 
more effective use of our manpower led us in 1957 to reorganize 
parent company sales activities and to streamline various other 
parent company and affiliate functions. Thousands of our employees 
are Standard Oil stockholders. The loyal service of our employees 
is one of the main factors in our continued progress. 


STOCKHOLDERS at year end numbered 148,400, an increase of 5,200 
over the year before. Our stock continues to be one of the 50 most 
widely held by the nation’s leading investment trusts. In number 
of stockholders, we rank eleventh among all U. S. industrial corpo- 
rations and fourth among U. S. oil companies. 





CONSOLIDATED STATEMENT OF EARNINGS 
For the Years 1957 and 1956 


1957 1956 


INCOME: 
Sales and operating revenues........... 
Dividends, interest, and other income. .. 


SEMEN MOM, 6 5.5, 0.0/0.0.0.058 0058.00 


DEDUCTIONS: 


Purchased crude oil, petroleum products, 
and other merchandise............. <4 
Operating, selling, and administrative ex- 
SO a ae ere 
State, local and miscellaneous taxes (not 
including taxes amounting to $361,380,000 
in 1957 and $326,779,000 in 1956 col- 
lected from customers for government 


$2,010,114,857 
19,574,222 


$2,029,689,079 


$1,890,227,573 
21,312,568 


$1,911,540,141 








$ 959,164,342 
654,361,663 


$ 909,613,641 
597,244,936 


Nauta ainda 65-016: ah 0 ib anenae-d'0)s 59,320,487 52,652,573 
Depreciation, and amortization of emer- 

“Re eer 104,164,438 93,943,392 
Depletion, amortization of drilling and 

development costs, and loss on retire- 

ments and abandonments............ 59,538,133 62,119,970 
ee SENS CO ELT E TET 9,397,389 9,368 824 
Federal taxes on income............... 26,348,000 36,478,000 
Minority interest in net earnings of sub- 

OO ESE ET OR ere — 687,095 





Total deductions.............. 


Net earnings before special charge........ 
Special charge: 

Loss on abandonment of synthetic gaso- 

line and chemicals plant after applicable 

J UE Se eee eee 


SE NONND. ingen k css cdicnrnnracses 


$1,872,294 ,452 
$ 157,394,627 


$1,762,108,431 
$ 149,431,710 





5,885,602 -- 
$ 151,509,025 $ 149,431,710 











Copies of the 1957 Annual Report are available on request. 
Write Standard Oil Company, 910 S. Michigan Avenue, Chicago 80, Illinois. 
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THE STORY IN FIGURES 





1957 1956 
FINANCIAL: 
PRION 5 so) 44 a a dialanete pian ademas $2,030,000,000 1,912,000,000 
IN X50 < sa er be, 5 andl evince #3 aie ain $ 151,510,000 149,430,000 
Netearnings peraverageoutstandingshare $ 4.27 4.33 
pe S| eee $ 56,300,000 55,360,000 
Dividends paid per sharet ............. § 2.110 2.307 
Earnings retained in the business....... $ 95,210,000 94,070,000 
Ne $ 340,300,000 291,900,000 


NEN 5 a.c eds 1S Bra oie, 6-5 Besa: caters $2,535,000,000 2,425,000,000 


Se FU ee i56 Sri b se lavd se aduebioiels $2,012,000,000 1,900,000 ,000 
BOG VRIRG Her GHALCS 6.6.0.0 6 5.660056 ce 00 $ 56.26 53.71 
PRODUCTION: 
Crude oil and natural gas liquids, barrels 
MEIN MIN gs 5. 568A cashan-e sk Kies 6h s Aacee nukes 307,500 294,855 
Natural gas, thousand cubic feet per day, 
a eR one ro a dew ala cae Was ig Skee Sos aS 1,298,000 1,154,000 
Oil wells owned, net (year end)......... 10,722 10,451 
Gas wells owned, net (year end)........ 2,085 1,973 
MANUFACTURING: 
Crude oil and natural gas liquids proc- 
essed, barrels per day............... 648,076 642,343 
Crude running capacity, barrels per day 
NI a. eg ohn, Va Saab aiajeibu06 67S" e) 9:45 5..6r0 714,000 703,500 
MARKETING: 
Refined products sold, barrels per day... 662,676 664,046 
FUStA -GUtIOUs GOTVOE.. 6. ons. oon nes cene 29,870 29,890 
Natural gas sold, thousand cubic feet per 
FRc aad Re dni een ees eboweoa ees 1,391,315 1,264,370 
Crude oil sold, barrels per day.......... 341,594 336,930 
TRANSPORTATION: 
NR ORRIN, TANI ona 5) 6.0.6 ins. 0's 0s 0 00 175 250 
Pipelines owned, miles (year end)....... 17,370 17,480 
Pipeline traffic, million barrel miles...... 156,500 156,400 
Tanker and barge traffic, million barrel 
Me ay kicccia, basse a Wialere balan temas 86,120 94,870 
PEOPLE: 
Stockholders (year end).............08. 148,400 143,200 
Employees (year end). .............++% 49,680 52,010 
UG ORES... 5 occ cecccs $ 370,100,000 358,600,000 


+ ‘Dividends paid” include the value on this Company’s books of the Standard 
Oil Company (New Jersey) stock distributed as a dividend. ‘Dividends paid 
per share”’ include the market value of the Jersey stock on date of distribution. 
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HAT BANKERS THINK ABOUT BUSINESS FUTURE 


Excerpts from 1957 Annual Reports 


ONTINUING THE GENERALLY OPTI- 
C mistic tone voiced in previous ex- 
cerpts from 1957 bank annual reports, 
(T&E, Feb/58, p. 118), top manage- 
ment inclines to the view that most of ihe 
maladjustments of the economy are sus- 


ceptible to correction during the balance 
of 1958. 


First NATIONAL TRUST & SAVINGS 
BANK, San Diego; Anderson  Borth- 
wick: Whether or not recent trends 


point the way to a cyclical recession in 
overall business activity, or simply to a 
continuing “rolling readjustment,” is yet 
to be determined. At present, further re- 
adjustments that we may expect before 
the advance in economic activity is re- 
sumed seem to he relatively mild in 
prospect, and we believe that funda- 
mental expansionary forces underlying 
the economy will reassert themselves in 
1958. 


BANK OF AMERICA N.T. & S.A., San 
Francisco; S. Clark Beise and Jesse W. 
Tapp: Consumer expenditure for 
non-durable goods and for services will 
continue to be heavy, providing a firm 
foundation for a large part of the econ- 
omy. Consumer expenditures for durable 
goods, primarily automobiles and appli- 
ances, and for housing, will be held in 
check during a portion of the year, but 
an expected upturn in income and em- 
ployment toward the end of 1958 should 
stimulate demand in these areas. Gov- 
ernmental expenditures at all levels, re- 
flecting mounting population pressures 
and accelerated defense requirements, 
will have an increasingly expansionary 
impact upon the economy. The result — 
the economy is preparing a new and 
firmer foundation for itself, from which 
it can again resume its rising trend of 
dynamic growth. 

CrocKER-ANGLO NATIONAL BANK, San 
Francisco; W. W. Crocker and Paul E. 
Hoov . .. A period of consolidation 
and transition during 1958 is in pros- 


pect. Surveys indicate a reduction of 
$2.5 illion, or 7%, in expenditures 
planned by private industry on new 
plant: and equipment in 1958. Relaxation 
of credit restraints will help in redi- 
recti: the labor, materials and funds 
that vere diverted to plant and equip- 
ment from other types of construction. 
Not only private residential and com- 
mer: 


il buildings, but schools, highways, 
and other public works and facilities 


are -eded. Residential construction re- 
vers: its two-year declining trend dur- 
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ing 1957 and may continue to rise in 
1958. Surveys indicate that total ex- 
penditures for new construction, both 
private and public, will rise $1.7 billion, 
or 5%, in 1958. More plentiful credit 
will ease the problems of inventory ad- 
justment faced by manufacturers, whole- 
salers and retailers. 


CONTINENTAL ILLINOIS NATIONAL BANK 
& Trust Co., Chicago; Walter J. Cum- 
mings and David M. Kennedy: ... Ex- 
perience in the past decade gives good 
grounds for believing that the current 
business adjustment can be taken in 
stride without resorting to the kind of 
monetary or fiscal policies that might 
only create worse inflation problems in 
the future. 


First NATIONAL BANK & TRUST Co., 
Paterson, N. J.; F. Raymond Peterson: 
The present readjustment in no way 
weakens the long-term outlook of the 
United States. The American economy, 
based on a rapid growth in population, 
a steady rise in the standard of living, 
and a strong and continuing decentraliza- 
tion trend in industry and population, 
is growing. It is highly dynamic and 
constantly creating new products, while 
research tends to make old plant and 
equipment obsolete more rapidly than 
ever before, thus constantly creating a 
demand for new plant and equipment. 
Within a few months the liquidation of 
inventories will have come to an end, 
the increased availability of bank credit 
and the increased Federal, state and 
local expenditures for National Defense 
and public works will be felt, and these 
factors plus the inherent strength of the 
economy will bring the recession to an 
end and set in motion forces which will 
lead to a level of business activity higher 
than prevailed before. Irrespective of 
the present recession we have every rea- 
son to look to the future with great 
confidence. 


PRINCETON (N. J.) BANK & TRusT Co.; 
George R. Cook, 3rd; The expenditures 
for Federal, State, and local construction, 
consumer credit and consumer prices will 
be slightly higher; whereas industrial 
production will be slightly lower by rea- 
son of decreased passenger car and steel 
production and decreased plant and 
equipment outlays. We expect an increase 
in savings by individuals accompanied 
by a decline in back loans. It is antici- 
pated that both corporate earnings after 
taxes and corporate dividends will be 
somewhat lower. It is not unlikely there 
will be a further reduction in the Federal 


Reserve discount rate coupled with a 
decrease in member bank reserve re- 
quirements. 


WACHOVIA BANK & TRUST Co., Win- 
ston-Salem; John F. Watlington, Jr.: 
Those who study the business scene feel 
that 1958 will be a good year of busi- 
ness but not a record breaker. The down- 
turn which has started may deepen 
further before there is noticeable im- 
provement. The tempo of activity is 
expected to pick up after mid-year, with 
the trend moving upward with increas- 
ing strength in the fall months. The 
key to the situation will lie in indus- 
trial production, which will likely trail 
behind 1957 figures for several months 
but should begin to make gradual yet 
steady improvement toward the year- 
end. 


‘UNITED STATES NATIONAL BANK, Port- 
land, Ore.; BE. C. Sammons: ... Many 
economists, both inside the government 
and in private circles, feel that the year 
1958 will be a year of recovery and that 
business will recover slowly, but that 
1959 should open a period of sustained 
prosperity ... All in all, this year will 
likely be one of continuing world ten- 
sions. A quarreling Congress’ with 
charges and countercharges for political 
strategy will probably create an area 
of imbalance and uncertainty. The big- 
gest fear would seem to be the thinking 
of the masses of our people. If they 
should say “phooey” to both Republi- 
cans and Democrats in their election 
year statements and also to Russia’s 
“toy balloon” circling the earth without 
ability to bring it down, and turn to 
“business as usual,” 1958 could be a 
good year. If, contrariwise, the “jitters” 
continue and worsen, we could experience 
more than a recession. 


FIDELITY-PHILADELPHIA TRUST CO.; 
Howard Petersen: General business sen- 
timent is no longer buoyant. The profit 
margins of a broad group of industries 
are under pressure; productive capacity 
in m&ny lines is at least temporarily 
excessive; gains in productivity have 
been disappointing; personal income has 
flattened out; unemployment is. still 
small, but the degree to which unem- 
ployment is politically tolerable has be- 
come very slight. No matter how these 
factors are individually. weighted, to- 
gether they indicate at least a leveling 
off. To a nation grown psychologically 
accustomed to almost constant growth 
even a pause is bound to be disturbing. 
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AMERICAN NATIONAL BANK, Beau- 
mont, Tex; William L. Pondrom and I. 
F, Betts: A composite opinion of the 
leading economists of the country is that 
business volume will be down during the 
first half or three quarters of 1958, but 
that during the year the recession will 
run its course and be followed by a 
new period of prosperity. The extreme 
pessimists believe that the recession will 
last throughout 1958 and probably for 
another year or so after the end of the 
year. The extreme pessimists, however, 
are greatly in the minority. While in- 
flationary pressures have eased a bit, 
the nation’s number one economic prob- 
lem still is inflation. The kind of infla- 


tion we are experiencing now is the new 
“cost-push” type as distinguished from 
the conventional “demand-pull” type of 
inflation. We must continue the battle 
against inflation in 1958, a year when 
lack of growth probably will emerge 
as the key problem. 


First NATIONAL BANK, Dallas; Ben 
Wooten: There is no indication that 
more than a mild recession of short 
duration is in store for the nation’s busi- 
ness. We can look forward to (a) con- 
tinued substantial growth in population; 
(b) little or no relief from a costly 
defense outlay — likely $40 billion or 
more annually, (c) a modern highway 
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GROSS REVENUES AND NET INCOME 


of the Company during 1957 continued to climb to record 
levels. Net income was increased during the year despite 
substantially higher operating expenses. Dividends per share 
of common stock amounted to $2.00 as compared to $1.85 
for the previous year. 


supplied by the Company during 1957 reached a record 
number of industrial enterprises, gas distributing companies, 
pipelines and municipalities throughout the Industrial South- 
east. The total volume of gas sold amounted to more than 
316 billion cubic feet, the highest in the Company’s history. 
The Company’s management is continuing to plan for ex- 
pansion of services to the Industrial Southeast and conse- 


quent benefits to consumers, stockholders and employes. 


For a copy of our 1957 Annual Report, which contains de- 
tailed information about the Company’s financial and service 


highlights during the year, write to Dep't. TE. 


SOUTHERN NATURAL GAS COMPANY 


Home Office—Birmingham, Alabama 
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program — $50 billion; (d) enlayr «eq 
spending for public housing; (e) de 
opment of new industries from scien: :4 
advances in nuclear physics, electror.. 
petro-chemicals, aviation, etc. 


First Security Corp., Salt Lake C: y;) 
Marriner S. Eccles and George S. Ecci:s: 
Looking forward into 1958, the immedij- 
ate urgency is to prevent the present 
economic downturn from becoming cumu- 
lative and to reverse this trend as soon ag 
possible. It is reassuring to see that the 
Federal Reserve and the Government are 
fully conscious of the problem and are 
taking the necessary compensatory 
measures. Our objective continues to be 
the maintenance of maximum produe 
tion and employment on a basis of stable 
prices. In bringing about recovery from 
the present downturn, the problem will 
be how to prevent further inflation. It 
certainly cannot be prevented unless or- 
ganized labor can be brought to acknowl- 
edge the economic fact of life that in- 
creased wages and fringe benefits must 
follow and not precede increased pro- 
duction. Furthermore, by the uncertain- 
ties in the international situation, we 
are committed to an arms race, which 
must take precedence over other con- 
siderations. Until the world finds the 
road to peace, inflation will continue to 
be the long-range threat to our system 
of Democratic Capitalism. 

































































SEATTLE-FIRST NATIONAL BANK; Law- 
rence M. Arnold: An easing of mone- 
tary policy was signaled during Novem- 
ber when the Federal Reserve authorities 
reduced the re-discount rate for the first 
time in over three years. This followed 
a period during which business activity 
had continued to expand but at a some- 
what slower rate. As the year prog- 
ressed, it became more and more evident 
that the national economy was in a 
state of transition, business activity 
was subsiding, and inflationary forces 
were on the decline. Expenditures for 
new plant and equipment had moder- 
ated, and industrial production, in many 
lines, was being curtailed or suspended, 
as a result of cutbacks which were 
forced by a shortage of orders. ‘ 

How ‘potent and how quick a stimu- ff 
lant to general business increased de- §f 
fense expenditures and slight easing of § 
interest rates will prove, is now being i 
rather widely questioned. Regardless of 
the business volume, it is inevitable that 
profits in many industries will be hurt 
by very severe competition in buyers’ 
markets. A recent survey of over 4,000 
business concerns indicated that, while 
four out of five believed 1958 sales 
would equal those during 1957, only one 5 
out of five believed that profits would 
equal those for the year just concluded. 
How long the present readjustmen’ in 
business will continue is, of course. not 
known, but many competent observers 
are now of the opinion that it may not 
continue beyond the current year. 
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Zuppa to Zabaglione 


italian coffee for two puts a fascinating finish to a thoroughly enjoy- 


ible dinner at one of New York’s most interesting restaurants. Dining 
vell, like so many of the leisurely pleasures of life, calls for a relaxed 
ind worry-free frame of mind. 

An organization like ours can make a surprisingly large con- 
ribution to this desirable mental state. How? By taking over major 
esponsibility for the direction of your investment program, for 
‘xample, and by providing sound guidance on many other phases of 
amily financial planning. 

Our responsible personal financial services can make life more 
sleasant and more secure for you and your family. Why not write for 
. free copy of “HOW TO GET THE MOST OUT OF YOUR INVESTMENTS.” 


1953 


The FIRST 
NATIONAL CITY BANK 
of New York 


Investment Advisory Service is 
Administered by our Affiliate: 


CITY BANK FARMERS TRUST COMPANY 


22 William Street, New York 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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HENRY ANSBACHER LONG INDEX of MUTUAL FUNDS 





light of the individual companies’ 


Indices are based on fund operation during the period covered and are | 
not a represcntaticn of future results. They should be considered in the 
investment policies and objectives 


and the characteristics and qualities of the investments of these companies. 








No responsibility is assumed in so far as compliance with the Stateme 
of Policy is concerned for the employment in whole or in part of th | 
index by issuers, underwriters or dealers. Principal indices for Marc | 
29, 1957 appear in the April 1957 issue and current income retur. | 
based on March 31, 


1958 offering prices are available an reques 


These will soor be added to a revised short form index. 
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INVESTMENT COMPANY NOTES 


By HENRY ANSBACHER LONG 


Private Investment Fund 
Will Double Initial Assets 
of New Lehman Mutual 


HE EXPECTED $37.5 MILLION PUBLIC 
Acting in mid-May of a new 
mutual fund to be sponsored and man- 
aged by Lehman Brothers will be fol- 
lowed by the acquisition of the assets 
of a private investment company with 
a portfolio valued at approximately $36 
million, in exchange for additional 
shares of the new open-end company. 
This will make the initial size of the One 
William Street Fund, Inc., as the Leh- 
man fledgling is to be known, over $70 
million, after which it will be open- 
ended. While the Lehman Corporation 
has been almost a by-word in the closed- 
end investment company field since its 
organization in September 1929, it was 
only after several years study that the 
Lehman firm came to the decision that 
the mutual fund type of setup was such 
as to warrant this venture into the field. 

The underwriting will be managed 
by Lehman Brothers and will include 
a nationwide group of investment firms 
and dealers, far broader than the more 
conventional type of offering syndicate 
for corporate securities. Under the 
Fund’s articles of incorporation, how- 
ever, no brokerage commissions may 
be directly or indirectly paid to Leh- 
man Brothers in securities transactions 
for the Fund’s account during the ex- 
istence of the management contract 
which the fund will have with the in- 
vestment firm. This provides for super- 
vision of the Fund’s operations, reviews 
of its portfolio, recommendations to di- 
rectors and officers for investment 
changes, furnishing of office space and 
compensation of officers, directors and 
employees at a quarterly fee of 44% 
based on daily asset value. 

Policy of the new fund will be flex- 
ible permitting it to invest in any type 
of security deemed advisable to ac- 
comp'ish its objective of reasonable 
capit:| growth, but with more emphasis 
on providing current return than its 


sister Lehman Corp. It will not invest 
part f its assets in certain longer term 
less -arketable situations as does the 
older fund. 

As:-ts of Aurora, the name of the 
priva » investment company whose port- 
folio will become part of William 
Stree s holdings, except for its extreme- 
ly lic ‘id position, approximate the pro- 
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jected portfolio of the new Fund. It 
currently has 28 stockholders, all pres- 
ent and former executives of the Ford 
Motor Company. Five of these, whose 
combined family holdings amount to 
48.9% of Aurora’s total stock, will be- 
come board members of the new mutual. 
Dorsey Richardson, formerly Vice Presi- 
dent and Director of the Lehman Cor- 
poration, will be president of the new 
mutual and Edward B. Burr, formerly 
with the National Association of In- 
vestment Companies, will be executive 
vice president. Among partners of 
Lehman Brothers to be board members 
will be Paul E. Manheim and Paul M. 
Mazur. Fred Lazarus, Jr., Chairman of 
the Board of Federated Department 
Stores, will also be on the board of the 
new Lehman mutual, which will have 
15 directors. 


New Chase Fund 
Will Retain Capital Gains 


Shearson Hammill and Co. are head- 
ing up a group of investment firms 
which will shortly offer approximately 
one million shares at $10 each of a 
new mutual, Chase Fund, a Massa- 
chusetts trust. The fund’s primary ob- 
jective will be capital appreciation. It 
will be the first open-end fund to take 
full advantage of the recent amendment 


to the I.R.C. pertaining to _ invest- 


ment companies (T&E, Feb. 1958, p. 
135) as all realized capital gains will 
be retained and reinvested as a matter 
of policy. Net investment income will 
be distributed quarterly. A contractual 
plan for purchase of the new fund is 
contemplated in the future. 

The pioneer mutual will be under 
the management of John P. Chase and 
Co., Inc., Boston investment counsel, 
which also manages and sponsors the 
$17 million Shareholders Trust of Bos- 
ton. The latter is a balanced fund with 
primary investment emphasis on con- 
servative current and growing income. 
The same trustees and 
serve the new fund. 


advisers will 


Lion for Sunday’s Breakfast 
Readers of The New York Times who 


looked over their paper at breakfast on 
Sunday, March 30, were treated to the 
unusual spectacle of a huge lion standing 
in Wall Street just off the Morgan 
corner. This appeared on the cover page 
of a special four-color illustrated adver- 
tising supplement devoted exclusively to 
the prospectus of the Dreyfus Fund 
(which uses this lion as its trademark). 
It is the largest single advertisement 
ever run by a mutual fund and marks the 
first use of a prospectus of this kind in 
such an ambitious piece of advertising. 

The sixteen pages of the colorful mag- 
azine section are written in simple 
language, stressing the advantages of 
mutual funds in general as well as giv- 
ing the specific data required by law. 
Mutual fund advertising in publications 
is, of course, extremely limited and sales 











AFFILIATED 
FUND 


A Common Stock Investment Fund 


Investment objectives of this 

Fund are possible long-term 

capital and income growth for 
its shareholders. 


CHICAGO 





Prospectuses on request 

LORD, ABBETT & Co. 

63 Wall Street, New York 
ATLANTA 





BUSINESS SHARES 


A Balanced Investment Fund 


Company supervises a portfolio 
balanced between bonds and 
preferred stocks selected for 
stability, and common stocks 
selected for growth possibilities, 


LOS ANGELES 
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stories as well as annual reports intended 
for prospective investors must be accom- 
panied by a prospectus. Since the annual 
report as well as much explanatory ma- 
terial on how the fund operates and 
what it does are part of a prospectus, 
Dreyfus ingeniously dressed this up into 
superb advertising format. 

Generally, of course, fund prospectuses 
by the security dealer rather than the un- 
derwriter. Dreyfus visualize a great aid 
to the sale efforts of dealers by this dis- 
tribution of 114 million prospectuses di- 
rectly to the public. Reprints also will 
be used as a prospectus of the Dreyfus 
Fund for the next year. 


Two Young Science Funds Plan 

Merger 

Merger of Science and Nuclear Fund 
into Nucleonics, Chemistry and Elec- 
tronic Shares was being voted on by 
stockholders this month. The former has 
assets of $1,000,000, the latter almost 
$2,000,000. The merger will be treated 
as a pooling of interests for accounting 
purposes, all assets and liabilities of the 
merged fund as of April 18 being carried 
over to thé books of the survivor. 

Both funds are comparative newcom- 
ers on the mutual scene. Science and 


A mutual fund 
investing in common stocks 


- FUNDAMENTAL - 
_ INVESTORS, INC. . 


7 A balanced fund . 


. DIVERSIFIED : 
i INVESTMENT ‘ 
‘ FUND, INC. . 


Investing in bonds 


- MANHATTAN . 
‘ BOND FUND, INC. - 


A common stock fund 
for growth possibilities 


. DIVERSIFIED. 
- GROWTH STOCK - 
: FUND, INC. 


Prospectuses available from 


- HUGHW.LONGanoCOMPANY . 
° Incorporated ° 


Elizabeth 3 
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Nuclear was organized three years ago 
by the Philadelphia investment counsel 
firm of Bishop and Hedberg, who also 
have under their aegis the conservative 
balanced Rittenhouse Fund. The latter 
has always been distributed without 
benefit of a selling commission and over 
a year ago sales load was also dropped 
from Science and Nuclear. 

Nucleonics was organized in 1956 un- 
der the sponsorship of the investment 
counsel firm of Templeton, Dobbrow and 
Vance. Distribution is effected through 
conventional dealer channels in 32 states 
and in addition two selling organizatians 
have been established in the New York 
Metropolitan area and Atlanta, which 
sell the fund on a contractual basis di- 
rectly as well as through regular dealers. 


Mutual Fund Trade Group Has 


New Secretary 


Leonard L. Davis, Jr. has been ap- 
pointed Secretary and Director of Pub- 
lic Information of the National Associa- 
tion of Investment Companies and will 
assume his duties on May 1, when Ed- 
ward B. Burr leaves to fill his position 
with the new mutual sponsored by Leh- 
man Brothers as noted above. Mr. Davis 
had previously been Vice-President of 
Gartley and Associates, Secretary and 
Director of Public Relations for the 
American Hearing Aid Association and 
Director of Public Relations for Vick 
Chemical Co. His former experience also 
includes more than a decade in the 
metropolitan daily newspaper field. Mr. 
Burr has been with the N.A.I.C. since 
March 1954. Previous to then he had 
been for six years a staff member of the 
Institute of Life Insurance. 


Wellingten’s Stock Transactions 
Extremely Selective 


— WELLINGON FUND IS ONE OF 
the very few investment companies 
to issue a report of its portfolio holdings 
to its stockholders at the end of the first 
two months of its fiscal year (which is 
February 28) and also because it is one 
of the most widely held mutuals, we list 
here its major common stock changes 
during this period. 

Transactions were extremely selective 
and it was difficult io discern any pat- 
tern. Several chemical issues were pur- 
chased, although Union Carbide was 
eliminated from holdings. A favorable 
attitude was also shown to certain bank 
and paper stocks and New York state 
utilities. Both General Motors and Tele- 
phone were liked. A couple of issues in 
both the office equipment and rubber 
groups were sold while transactions in 






the oils were also weighted slightly .n 
the selling side. The accompanying ta le 
details the transactions represent .ig 
10% or more of holdings. 


WELLINGTON FUND 
TRANSACTIONS 


Jan, 1—Feb. 28, 1958 
(Purchases in roman type; 
sales in italics) 
T oti 
Change Holdings 
AUTO 


General Motors 47,000 147,000 


Thompson Products 6,000 46,000 
BANKING 

Bankers Tr. Co., N.Y. 10,000 55,000 
Chem. Corn Exch. — 10,000 115,000 
First Natl. Ctty Bk.. 10,000 135,000 
BUILDING 

National Lead 2,000 21.000 
U. S. Gypsum 8,000 35,000 
CHEMICAL 

Allied Chemical 4,000 21,000 
American Cyanamid 6,900 71,900 
Pennsalt Chemicals 5,000 50,000 
Spencer Chemical 17,500 38,000 
Union Carbide 20,000 None 
DRUG 

Eli Lilly 10,000 50,800 
Merck and Co. 18,000 45,000 
ELECTRICAL EQUIPMENT 

General Electric 16,500 100,000 
Radio Corp. 20,000 150,000 
FINANCE 

Associates Investment 2,000 17,600 
MACHINERY 

Caterpillar Tractor 13,000 68,000 
MERCHADISING 

Sears Roebuck 33,500 75,500 
MISCELLANEOUS 

Corning Glass 8,800 50,000 
Owens-Corning Fibre- 

glas 6,600 28,100 
NATURAL GAS 
Consol. Nat. Gas 16,000 32,000 
OFFICE EQUIPMENT 
Addressograph- 

Multigraph 7,000 2,270 
Burroughs 20,000 None 
OIL 
Continental Oil 50,000 None 
Royal Dutch 73,050* 205,050 


Standard Oil (N.J.)— 25,000 169,000 


Texas Co. 36,000 117,000 
PAPER & PULP 

Container Corp. 42,100 62,500 
Crown Zellerbach 10,200 49,000 
International Paper 5,000 32,000 
TELEPHONE 

American Tel & Tel — 38,500 75,000 
TIRE & RUBBER 

Firestone 5,100 45,900 
Goodrich 8,300 41,700 
ELECTRIC UTILITY 
Consolidated Edison _ 5,300 25,300 


N.Y. St. Elec. & Gas 10,000 60,000 
Niagara Mohawk Pr. 18,200 42,200 
Pacific Gas & Electric 50,000 None 


Rochester Gas. & Elee.. 9,900 106.900 
South. Calif. Edison . 8,800 60.800 
Texas Utilities _...... 8,000 64.900 


*Part purchased with rights 
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“Personal Affairs Month’ to be 
Observed in May 


The suburban community of Freeport, 
Long Island, has planned a comprehen- 
sive series of events in connection with 
its third annual “Personal Affairs 
Month” to begin on May 1. It was here 
that Personal Affairs Month originated 
in 1956, as a time to remind the average 
citizen to check his insuarnce, his stocks 
and bonds, his will and his tax position. 
It is a time, too, for illustrating the parts 
played by the trust officer, lawyer, life 
underwriter, accountant and _ stock 
broker in estate planning for the living. 

In Freeport the movement has gained 
wide community backing and has de- 
veloped a greater degree of teamwork 
among the above mentioned members 
of the “estate planning team.” This year 
the program will include: addresses to 
the Chamber of Commerce by Frederick 
W. Hainfeld, Jr., president of Long 
Island Trust Co., and Margaret Ken- 
uedy, stock broker; a seminar for pro- 
fessionals engaged in trust work, law, 
life insurance, accountancy and invest- 
ments; an estate planning talk at the 
Exchange Club; a special edition of the 
Freeport Leader; talks before civic, busi- 
ness and professional clubs; a showing 
of the New York State Bankers Associa- 
tion trust division film, “So Little for 
and 
the “Emphasis on Health” presentation 
by a panel of doctors stressing periodical 
physical check-ups. 


Eve”: a women’s finance forum: 


Troy, N. Y., will feature its second 
annual Personal Affairs Month, also in 
May. This month is chosen by both com- 
munities as a time when the family head 
is still tax conscious, summer vacation 
has not yet started, weather is apt to be 
good, and there are fewer community 
distractions. Some of the topics to be 
covered in the Troy program are: 
“Uncle Sam and Your Will”; “More 
Spendable Income Through Estate Plan- 
ning’; “Gold for Your Golden Age”; 
“Your Heirs—They May Inherit Too 
Many Taxes”: “Don’t Force Your Fam- 
ily to Sell Your Business”; “How to 
Make Money by Giving It Away”; 
“Don’t Stand Pat—You May Penalize 
You Family”; “The Case of the En- 
dowel Cat”; “Your Health and Your 
Weaih”; and “Personal Bookkeeping 
and \Vhy It Is Necessary.” 


Ey snts at Troy will include an all day 
sessin at the Rennselaer Polytechnic 
Insti’ ite; a three session women’s fi- 
nance. forum sponsored by Manufac- 
turer’ National Bank; a program on 
ment | health at the Marshall Sani- 
lariu 1; and a special section of the 
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Troy Record devoted to P.A.M. Tenta- 
tively a forum on wills is planned, to be 
sponsored by the Rennselaer County Bar 
Association, and it is expected that free 
television time will be available for addi- 
tional approaches to estate planning. 
Civic clubs will have special speakers on 
some aspects of this subject. 

Personal Affairs Month has received 
publicity not only in local papers, but 
in the New York Herald Tribune, The 
American Banker and The Merrill An- 
derson Co. bank bulletin. It was _pre- 
sented to an international readership 
through an article in the August 1956 is- 
sue of Trusts AND EsTATEs (p. 693). 
Interest in the program is widespread 
with the possibility that other com- 
munities will follow the lead of Free- 
port and Troy. 

A A A 

Banker Discusses Employee 

Meetings 

The growing importance of employee 
meetings was highlighted by George J. 
Watts, vice president in charge of ad- 
vertising and public relations, Republic 
National Bank, Dallas, in an address ai 
the Southern Regional Conference, 
Financial Public Relations Association, 
in New Orleans, March 7. 

There is no better way for manage- 


ment to get its message across than for 
a management representative to speak to 
employees face-to-face, he said, but in 
the larger businesses that is not simple. 
As an illustration of the value of meet- 
ings at various levels, he cited the proce- 
dure in his own bank. 

The “chain of importance” starts with 
the shareholders who give motivation to 
the directors who give guidance to 
elected officers both as a board and 
through committees. Within the bank the 
executive committee of senior officers 
passes on its directives through depart- 
mental meetings, in addition to which 
sectional meetings within a department 
are held as needed. The personnel depart- 
ment holds meetings with a wide variety 
of character and purpose. and finally, 
when occasion warrants, a meeting of 
the entire staff may be addressed by the 
chairman of the board, chairman of the 
executive committee, the president, or 
all three. In a large eastern bank, he 
said, periodic meetings of branch man- 
agers were held wherein branch officers 
can raise problems and offer alternative 
methods of operation for those that are 
troublesome. 


Mr. Watts also described “brainstorm- 
ing,” an increasingly popular meeting 
technique. 
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Manufacturers Moves Head 
Office 


In a $4 billion moving day on March 
15 — a customarily quiet Saturday in 
Wall Street — Manufacturers Trust Co. 
transferred its head office from 55 Broad 
Street to the remodeled building at 44 
Wall. Every three minutes an armored 
truck took on a portion of the securities, 
cash and other valuables as well as an 
auditor and trust officer who checked 
the items at the destination. The 150 
truckloads were made necessary not be- 
cause of the weight, but owing to the 
limitation of insurance coverage. 

The first floor banking room in the 
new quarters is in the open contemporary 
style of the internationally known Fifth 
Avenue office, with a side wall entirely 
of glass, high ceiling and entrances from 
both Wall and Pine streets. The second 
floor — for executives — is 18th century 
traditional. The third through the sixth 
floors house operating departments, and 
the first of the five sub-basements pro- 
vides for the bank’s securities depart- 
ment as well as the entrance to the two- 
story, air-conditioned vault, supplied 
with its own elevator. The safe-deposit 
facilities will serve individual and cor- 
porate customers. 

The personal and corporate trust de- 
partments will remain at 55 Broad 
Street along with international banking, 
the headquarters of branch administra- 
tion and a branch banking office. 

The bank took this opportunity to 
publish a well illustrated brochure that 
describes not only the new quarters but 
also the Company itself with its ac- 
complishments and various services and 
branches. Trust services are discussed 
therein under the title ‘““Managing the 
Property of Others.” The advantages of 





Fifth floor lounge and lunch room at new 44 Wall Street head office of Manufacturer: 
Trust Company, New York. The room is used by more than 500 employees 
decorated in light shades of green, yellow and orange. 





two Common Trust Funds for the in- 
vestment of small trusts — even “as 
little as $5,000” — are brought to the 
reader’s attention. 
: oe: 
UNUSUAL TOWN NAMES 


In connection with the preparation of 
our forthcoming revision of the Direc- 
tory of Trust Institutions, we have come 
across many towns in the United States 
with unusual names — strange, delight- 
ful, at any rate memorable. 
a few: 


Here are 


Historic & Commemorative Events 


Tombstone, Ariz.; Knights Landing, 
Rodeo, Calif.; Cripple Creek, Steamboat 
Springs, Colo.; Lost Nation, Soldier, 
Storm Lake, What Cheer, Iowa; Stamp- 
ing Ground, Ky.; Detour, Md.; Bad Axe, 
Pompeii, White Pigeon, Mich.; Good 
Thunder, Minn.; Guntown, Miss.; Round- 
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and is 





up, Mont.; Wagon Mound, N. M.; Horse- 
heads, N. Y.; Nags Head, N. C.: 
bells, N. D.; Broken Bow, Lone Wolf, 
Okla.; Fossil, Ore.; Dry Tavern, Wam- 
pum, Nanty Glo, Pa.; Ninety Six, S. C.; 
Ground, Friday Harbor, Concrete, 
Muleshoe, Rising Star, Tex.; Battle 
Wash; Man, War, W. Va.; Prairie du 
Chine, Tomahawk, Wis.; Sundance, 
Wyo. 


Bow- 


Scenic, Geographic and Natural 
Phenomena 
Five Points West, Pineapple, Ala.; 
Show Low, Ariz.; Evening Shade, 
Marked Tree, Ark.; Half Moon Bay, 29 
Palms, Calif.; Frostproof, Fla.; Cave in 


Rock, [Ill.; Gravity, Morning Sun, 
Steamboat Rock, Iowa; Gravel Switch, 
Pewee Valley, Summer Shade, Ky.; 
Sunset, Waterpoof, La.; Rising Sun, 
Md.; Woods Hole, Mass.; Blooming 
Prairie, Echo, Fertile, Minn.; Plenty 
Wood, Mont.; Weeping Water, Neb.; 


Painted Post, N. Y.; Seven Mile, Ohio; 
Halfway, Ore.; Pilgrim Gardens, Pa.; 
Due West, S. C.; Deadwood, S. D.; 
Earth, Elysian Fields, Tex.; Bountiful, 
Hurricane, Utah; Rural Retreat, Va.; 


Cle Elum, Wash.; Hurricane, Lost 
Creek, W. Va.; Little Chute, Land 0’ 
Lakes, Wis.; Chugwater, Wyo. 


Human Experiences and Characteristics 

Eclectric, Reform, Ala.; Delight, Ark.; 
Angels Camp, Los Angeles, Calif.; Ball 
Ground, Social Circle, Ga.; Grace, Idaho; 
Joy, Triumph, Ill.; Economy, Friend- 
ship, New Harmony, Ind.; Correction- 


ville, Iowa; Agenda, Protection, Kan.; 
Pleasureville, Ky.; Plain Dealing, la.; 
Temperance, Mich.; Sleepy Eye, Tri- 


umph, Welcome, Young America, Minn.; 
Itla Bena, Miss.; Clever, Fairplay, Pecu- 
liar, Mo.; Truth or Consequences, N. \L.; 
Ship Bottom, N. J.; Endwell, N. Y.; 
Harmony, N. C.;. Newcomerstown, O10; 


Sweet Home, Ore,; Red Lion, S e- 
makersville, Pa.; Faith, S. D.; D me 
Box, Tex.; Lively, Odd, Va.; Op >r- 


tunity, Wash.; Embarrass, Luck, W 
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MARITAL DEDUCTION 
(Continued from page 306) 


the single question of whether or not 
the interest passing to the wife was a 
terminable interest for which no marital 
deduction would be allowed. There are, 
however, several kinds of terminable 
interests which are specifically exempted 
from the rule. In general, an interest 
which would otherwise be considered as 
terminable will not be disqualified (a) 
simply because it is conditioned on sur- 
vivorship for a period not exceeding six 
months or failure to die as a result of a 
common disaster and the spouse actually 
lives to receive it;1® (b) if it is a bequest 
of a life interest coupled with a general 
power of appointment;'® or (c) if it is 
an interest in insurance proceeds and 
the spouse is given the equivalent of a 
general power of appointment.?° 

These exceptions to the terminable in- 
terest rule have been particularly puzzl- 
ing and bewildering to attorneys. They 
have been no less confusing to the courts. 


Survivorship 


Interestingly enough, the very first 
decision to be handed down involving 
the marital deduction law related to the 
first exception to the terminable interest 
rule. This was Estate of Kellar.” Mr. 
Kellar, a practicing attorney in South 
Dakota, died in 1950 leaving a will 
under which his estate was left to his 
wife “if living at the time of the distribu- 
tion of my estate.” The estate was 
actually distributed to Mrs. Kellar in 
less than six months after her husband’s 
death. The Commissioner refused to 
allow the deduction on the basis that it 
might not have been distributed within 
the six-month period and therefore did 
not come within the exception to the 
terminable interest rule. The District 
Court, however, held that the bequest to 
Mrs. Kellar did qualify, saying “what 
did happen controls.” 

Upon appeal, the Eighth Circuit? re- 
versed the judgment of the District Court 
but remanded the case to determine 
Whether or not the expression “if living 
at the time of the distribution of my 
estat” as used by the testator should not 
be siven the same legal effect under 
Sou! 1 Dakota law as though he had said 
“if | ving at the time of my death.” The 
Dist ict Court upon a rehearing of the 
case’ upon this point held that under 


4 IRC, Sec. 2056(b) (3). 
4 IRC, Sec. 2056 (b) (5). 
*0] 54 IRC, Sec. 2056(b) (6). 
*15° 2 USTC, 910,919 (1953). 
sper v. Kellar, 217 F. 2d 745 (CA 8, 1955). 
lar v. Kasper, 138 F. Supp. 738 (DC, S.D., 
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state law the language used by Mr. 
Kellar did have the legal effect of vest- 
ing the estate in his wife at the time 
of his death. Therefore, the bequest to 
her did qualify for the marital deduc- 
tion. 

There are a number of states which 
would probably go along with this 
rather liberal construction of the lan- 
guage used by Mr. Kellar, but there are 
perhaps as many others which would 
insist upon a more literal interpreta- 
tion.** A safer solution would be to pro- 
vide for a definite vesting in the wife 
within the six-month period since the 
Commissioner has indicated that he will 
not follow Kellar.”° 

In Estate of Street*® the decedent left 
his estate if she survived to the date of 
distribution, and in another similar 
case** a wife bequeathed her estate to 
her husband if he did “survive distribu- 
tion of my estate,” otherwise to her son. 
In both of these cases the courts refused 
to allow marital deductions, strangely 
enough, upon the authority of the Court 
of Appeals in the Kellar case which had 
reversed the District Court’s allowance 
of the deduction but remanded the case 
upon the question of state law. 

In two other cases** involving this 
same question, the courts held that under 
the laws of Montana and Colorado “time 
of distribution” meant “time of my 


death.” 


Power of Appointment 


The second exception to the termin- 
able interest rule, which allows the de- 
duction when the wife is given a life 
interest coupled with a general power of 
appointment, is the one of greatest in- 
terest and concern to practitioners. It 
is the exception under which the usual 
and customary marital deduction trust is 
enabled to qualify. 

Under the provisions of the 1939 
Code as originally enacted, this ex- 
ception applied only in the case of an 
interest in property passing from the 
decedent in trust.*® In order to qualify 
two things were essential— 


(1) the wife must be entitled dur- 
ing her lifetime to all of the income 
from the corpus of the trust; and 

(2) the wife must have a general 
power to appoint the entire corpus 
free of the trust. 


Kasper v. Kellar, ibid note 22. In its opinion 
the court indicated that Pa., Conn., Iowa, Arizona 
and N. J. would follow South Dakota while Cal., 
Ill., N. Y¥., R. I., and Minn. probably would not. 

Rev. Rul. 54-121, IRB 1954-14, p. 8. 

Estate of Allen Clyde Street, 25 T.C. 673 
(1955). 

iCal. Trust Co. et al., Exrs. v. Riddell, 136 F. 
Supp. 7 (USDC, S. Cal., 1956). 

Estate of Steele, 146 F. Supp. 316 (D. Mont. 
1956); Helen L. Smith v. U. S., 58-1 USTC 911,745 
(DC, Colo., 1957). 

291939 IRC, Sec. 812(e) (1) (F). 
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As might be expected, the courts have 
had ample opportunity to review wills 
of decedents where the deduction was 
claimed under this exception. However, 
there has been a marked lack of un- 
animity in the opinions. 

In Estate of Sweet*® the decedent had 
created a revocable trust in 1947 under 
the terms of which the income was to 
be paid to him for life, then to his wife 
for life with remainder to their children. 
In July 1948, the decedent amended the 
trust for the apparent purpose of quali- 
fying it for the marital deduction. The 


30234 F’. 2d 401 (CA 10, 1956), aff’g. 24 TC 488, 
cert. den. 352 U.S. 878. 


trust, as modified, gave the wife a power 
of appointment “over such portion of 
the Trust Estate as equals one-half (14) 
of the value of my adjusted gross estate, 
as appraised for Federal Estate Tax pur- 
poses.” In an action in the District Court 
of Utah to construe the trust agreement 
it was held that the amendment created 
two trusts. In refusing to be bound by 
the state court decision the Court of Ap- 
peals said: 

“While rights and interests of 
parties in property are created and 
determined by state law, an order or 
judgment of a state court obtained 


through collusion, or attended with 
some other badge of fraud, or entered 
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in a nonadversary proceeding, is 0t 
binding as between one or more par’ °s 
to such proceeding and the Un: 4d 
States in respect to income or est. ‘e 
tax imposed by federal legislati a 

Broderick v. Gore, 224 Fed. (2d) & 

Broderick v. Moore, 226 Fed. (2d) 155, 

The proceeding in the state court \ as 

instituted with the concurrence of «he 

trustee and the beneficiaries uncer 

the trust for the sole and single p)r- 

pose of circumventing the contention 

of the Commissioner that the trustor 

did not create two separate and dis- 

tinct trust estates, and it was essen- 

tially nonadversary in character. The 
decree was obtained by collusion for 
the purpose of maintaining the claim 
for marital deduction. And it there. 
fore is not binding in this proceeding. 

Newman v. Commissioner, 222 Fed, 

(20). 132.” 

In another very recent case involving 
somewhat similar facts, the Third Cir. 
cuit reached a different conclusion. In 
Estate of Ellis*' the decedent bequeathed 
his residuary estate in trust with all of 
the income to his wife for life. She was 
to receive a minimum of $5,000 per 
annum from income or principal. Should 
she “require” additional sums, as to 
which she was to be sole judge, they 
were to be paid to her from corpus. 
Upon her death one-half of the princi- 
pal was to be paid to her estate and the 
other half to their children. 

The Tax Court had held that the in- 
terest passing to the wife qualified for 
the marital deduction on the basis that 
the wife had been given an unlimited 
power to invade principal, which 
amounted to a power of appointment as 
required by the statute.** The Court of 
Appeals said “No.” It found that under 
Pennsylvania law Mrs. Ellis’ power of in- 
vasion was limited to reasonable use and 
therefore was not a power which would 
qualify for the marital deduction. How- 
ever, not all was lost. The court further 
held that by providing for one-half of 
the trust corpus to pass to his wife’s 
estate upon her death, Mr. Ellis had 
created two trusts; therefore, as to the 
one-half which passed to her estate. the 
marital deduction was allowable. 

The underlying question before the 
courts in the Sweet and Ellis cases was 
whether the instruments created two 
trusts as contended by the taxpayers or 
only a single trust as contended by the 
Commissioner. If only one trust was 
created then, of course, the wife did 
not have the right to all of the income 
and the power to appoint all of the 
corpus. 

The question as to the adequacy of ‘he 
wife’s right to all of the income or ‘er 


%1Commissioner v. Ellis, 58-1 USTC 911,746 (cA 
3, 1958) revg. 26 T.C. 694 (1956). 
321939 IRC, Sec. 812(e) (1) (F). 
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power to appoint has also been the sub- 
ject matter of much litigation. In five 
cases before the Tax Court the marital 
deduction was denied either because the 
wife was not entitled to all of the in- 
come or because her power to appoint 
did not extend to the entire corpus.** In 
Estate of Allen, one of these cases, the 
wife was given the power to appoint the 
principal of the marital trust by her will 
to “. . . such person or persons and in 
such manner, shares and proportions, as 
she shall appoint . . .” The Tax Court 
held that under the applicable law of 
Maryland this power of appcintment, al- 
though apparently unrestricted, did not 
give her the necessary right to exercise 
the power in favor of herself or of her 
estate as required under the statute. If 
nothing more, this decision illustrates 
the danger of relying upon general lan- 
guage, however broad, to meet specific 
statutory requirements. 

The First, Second and Ninth Circuits 
have also denied the deduction under 
such circumstances. In Starrett,** the 
decedent, Tingley, created a trust under 
which his wife was given the income 
for life with power to invade corpus at 
any time. Mrs. Tingley actually exercised 
the power and took down the entire 
corpus shortly after her husband’s 
death, but the deduction was denied on 
the ground that the power was not exer- 
cisable by her alone and in all events 
since “in case of her legal incapacity 
from any cause or upon appointment of 
a guardian . 



























.. her power would cease. 





“The power in the surviving spouse,” 
said the court, “‘must be viewed as of the 
date of the decedent’s death, in determin- 
ing whether the power is exercisable ‘in 
all events’ within the meaning of sub- 
paragraph (f).” 

In Estate of Markham,** decided by 
the Second Circuit, the testator created a 
testamentary trust under which Mrs. 
Markham was entitled to all of the in- 
come during her lifetime. In addition, 
she was given the right to request “so 
much of the trust fund as she shall de- 
sire. and her receipt for the same shall 























be a full acquittance therefor.” The 
cour! affirmed the decision of the District 
Cour: which had held that a grant of a 
power of invasion is not the equivalent 
of a power of appointment, either gen- 
eral or limited, and under New York 
law vreated only a life estate. 











"Es ate of Tarver, 26 T.C. 490 (1956); 
eler, 26 T.C. 466 (1956); 


Estate 
Estate of Stall- 







worth Sr., 16 TCM 741 (1957); Estate of Weis- 
berge 29 T.C., No. 26 (1957); Estate of Allen, 
29 T.. , No. 52 (1957). 





*“T. Everett Starrett v. Comm., 233 F. 2d 163 
A 1955). 

_®M: ‘teson v. U. S., (Estate of Markham), 240 
P. 24 517 (CA 2, 1956), aff’g. 147 F. Supp. 535 
N.Y., 1956). 
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In the Shedd*® case, decided by the 
Ninth Circuit, the decedent lefi his resi- 
duary estate in a trust under which his 
wife was to receive two-thirds of the in- 
come for life. A codicil executed in July 
1948, for the apparent purpose of quali- 
fying the trust for the marital deduction, 
gave Mrs. Shedd “a power of appoint- 
ment over one-half (14) of the corpus 
of the trust estate . . . exercisable at any 
time during her life in her favor or in 
favor of others by written instructions 
filed with the Trustee or exercisable 
under her Last Will and Testament.” 


Estate of Shedd, 237 F. 2d 345, (CA 9, 1956), 
aff’g. 23 TC 41, cert. den. 352 U.S. 1024. 


Mrs. Shedd exercised the power in favor 
of herself and received a distribution of 
one-half of the estate. In denying the de- 
duction the court said: 


“In summary, we hold that the ques- 
tion of whether Mrs. Shedd’s interest 
was terminable and the estate dis- 
entitled to the marital deduction, must 
be viewed as of the time that Mr. 
Shedd died. The fact that she later 
exercised her power is immaterial. As 
of the date of her husband’s death, 
Mrs. Shedd’s interest in one-half of 
the corpus of the trust: estate was 
“terminable” and his estate was there- 
fore not entitled to the marital deduc- 
tion claimed under Sec. 812(e) (1) 
(A) we 
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All the decisions reviewed above were 
based upon the marital deduction pro- 
visions of the 1939 Code as amended by 
the Revenue Act of 1948 and subsequent 
Acts. It should be borne in mind that 
decisions based upon identical facts are 
likely to be substantially different under 
the modifications of the marital deduc- 
tion law which were made by the 1954 
Code. 

The two factors which most often ac- 
counted for the loss of the marital de- 
duction arose from the long established 
custom in many sections of the country 
of giving the wife a legal life estate 
coupled with broad powers of invasion, 
and the failure to give the wife all of the 
income and the power to appoint all of 
the corpus of a trust. Consequently, the 
deduction was frequently lost on tech- 
nical grounds even though it may have 
met the intended purpose of the law. 

In order to avoid loss of the marital 
deduction for such reasons, two very im- 
portant changes were made by the 1954 
Code relating to the terminable interest 
concept: (1) a legal life estate with 
broad powers over principal is now 
accorded the same preferential treatment 
as a power of appointment trust; and 
(2) a deduction is now allowable when 
the wife’s interest extends only to a 
specific portion of the trust.** 


Insurance 


The third exception to the terminable 
interest rule relates to those situations 
where the wife is given an interest in in- 
surance proceeds coupled with a power 


871954 IRC, Sec. 2056(b) (5). 
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which is the equivalent of a general 
power of appointment. There have been 
comparatively few rulings and court de- 
cisions in this area, partly due, perhaps, 
to the fact that the same general prin- 
ciples apply as in the case of the power 
of appointment trusts which have been 
just considered. 

The Internal Revenue Service has 
issued two rulings indicative of the Com- 
missioner’s attitude toward the wife’s in- 
terest in insurance proceeds. In one** 
it was held that where the wife was to 
receive interest on the retained proceeds 
with the right, exercisable by her alone 
and in all events, to appoint the proceeds 
at her death to her estate, the power 
qualified under the statute.*® In the 
other*® it was held that the marital de- 
duction would not be allowed where the 
wife was to receive the proceeds in 120 
monthly installments with the balance, 
if any, at her death payable to others, 
even though her life expectancy was 
more than 10 years. 

However, when the proceeds are pay- 
able to the wife for a period certain and 
thereafter for life, a different rule is 
applied. In Estate of Reilly,*! the Third 
Circuit held that under the option se- 
lected the insurer must divide the pro- 
ceeds into two separate interests; one 
to fund the guaranteed payments and 
the other to provide for the life annuity. 
Since no one could succeed to the por- 
tion of the proceeds allocated to fund 
the life annuity, the court held that this 

88Rev. Rul. 55-277, IRB 1955-19, p. 22. 

991939 IRC, Sec. 812(e) (1) (G). 

40Rev. Rul. 55-733, IRB 1955-51, p. 13. 


41Kstate of Reilly, 239 F. 2d 797 (CA 3, 1957), 
revg. 25 TC 366. 
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interest qualified for the marital dec .c. 
tion. 


Effect of Taxes 


The decisions and rulings reviewed \ip 
to this point have all been concer:.ed 
with the single basic question of whet! er 
or not the interest passing to the w fe 
qualified for the marital deduction. ‘I he 
courts have also been frequently called 
upon to answer the question of “how 
much?” 

The statute** provides that in valuing 
the interest passing to the wife (subject, 
of course, to the over-all limitation that 
it shall not exceed 50 per cent of the 
adjusted gross estate)** there must be 
taken into account the effect thereon of 
all estate, succession, legacy or inherit- 
ance taxes. 

In Estate of Jaeger** decedent’s hus- 
band renounced and took his statutory 
share. Since under Ohio law the estate 
tax must be deducted from the value of 
the estate before determining his statu- 
tory interest, the court held that the 
marital deduction was limited to his pro- 
portionate share of the estate after pay- 
ment of taxes. 

The Seventh Circuit*® arrived at a 
similar conclusion based upon Indiana 
law. Mr. Street had provided for the 
payment of all taxes from his residuary 
estate. Mrs. Street decided to renounce 
and take her statutory share, but at- 
tempted to reserve her purported right 
to have taxes attributable to her interest 
paid from the residuary estate passing 
under her husband’s will. The District 
Court allowed the full deduction on the 
strength of a direction by the Indiana 
Probate Court to pay all taxes from the 
residue as provided under the will. The 
Seventh Circuit refused to agree. The 
decree of the probate court, insofar as it 
affected federal estate tax liability, was 
rendered in an undefended and _ non- 
adversary proceeding. Mrs. Street, said 
the court, could not renounce her hus- 
band’s will and still retain the benefit of 
the tax provision. Therefore, under In- 
diana law “The ultimate impact of the 
federal estate tax fell on the residuary 
estate, including the part of the estate 
passing to the widow as intestate prop- 
erty.” 

Exactly the opposite result has been 
reached in two cases arising under the 
laws of South Carolina and Pennsy!- 
vania. In Estate of Hamrick*® the dece- 


421954 IRC, Sec. 2056(b) (4). 

431954 IRC, Sec. 2056(C). 

4427 TC 861 (1957), aff’d. 58-1 USTC {11,750 
(CA 6, 2/19/58). 

45Estate of Street, 246 F. 2d 410 (CA 7, 1957), 
cert. den. 11/25/57. 

46135 F. Supp. 835 (W.D., S.C., 1955), aff’d. °28 
F. 2d 486 (CA 4, 1956). 
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dent died intestate. Under South Caro- 
jina aw the wife’s statutory share could 
not be reduced by the federal estate tax 
chargeable against assets which did not 
qualify for the marital deduction. The 
court accordingly held that the marital 
deduction allowable as to the wife’s in- 
terest could not be reduced by federal 
estate taxes which were payable with 
respect to the other interests. 

In Estate of Babcock*’ the decedent's 
wife elected to renounce and take her 
statutory one-third share. The Third 
Circuit held that the marital deduction 
as to the widow’s share should not be 
reduced by state taxes since in an adju- 
dication by the Orphans’ Court of Alle- 
sheny County, Pennsylvania, the wi- 
dow’s share was awarded to her free of 
that tax and only subject to additional 
taxes attributable to her share “and 
not absorbed by ithe federal credit.” 

These four cases relate to the effect 
of state laws upon the valuation of the 
wife’s statutory interest arising either 
through intestacy or because of her re- 
nunciation. Slightly different, but per- 
haps even more important to the drafts- 
man, is the effect of state law upon the 
marital deduction when the wife’s inter- 
est is created as a portion or fractional 
share of the residuary estate. 

On the basis of a District Court case 
it would appear that under New York 
law the wife’s share of the residuary es- 
tate is not reduced by federal estate tax- 


§ es. In Prezzano v. U. S.*8 the decedent 


divided his residuary estate equally be- 


) tween his wife and children and provid- 


ed further for the payment of all estate 


) taxes out of his residuary estate. The 


court held that where the will provides 
for payment of all estate taxes from the 


» rtesiduary estate alone, and only a part 


of the residuary estate is bequeathed to 
the wife, her share cannot be reduced in 
computing the marital deduction. 
However, in Estate of Juster*® the Tax 
Court reached the opposite result. The 
decedent had left one-half of his resid- 
uary estate to his wife for life with a 
power of appointment over corpus at 
her death. Taxes were to be paid out of 
“principal” of his estate. The court ruled 


that on the basis of New York cases it 
was ¢ecedent’s intention that taxes be 
paid ut of corpus prior to distribution. 
The .alue of the residuary trust, and 
there'sre the marital deduction, is to be 
comp ‘ted after deduction of the taxes. 

_ Ur er similar facts the Tenth Circuit 
in T/ »mpson v. Wiseman®® reduced the 

“23. F.2d 887 (CA 3, 1956), revg. 283 TC 888. 


we USTC 411,741, (DC., S.D., N.Y., 1957). 
25 'C 669 (1955). 
"28, F, 2d 734 (CA 10, Okla., 1956). 
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wife’s share of the residuary estate, hold- 
ing that there was nothing in Oklahoma 
law or in the decisions of its courts 
which would treat gifts of residue to the 
wife any differently from gifts to other 
persons. 

In states where there is no tax appor- 
tionment law, a specific bequest to the 
wife will not be reduced on account of 
estate taxes since such taxes are payable 
out of the residuary estate.® The same 
is true of tax apportionment states where 
the wife is given a specific (or pecun- 
iary) bequest and the will provides for 
the payment of all taxes out of the resid- 
uary estate. This was one of the princi- 
pal reasons for the early use of the “pe- 
cuniary bequest” formula for obtaining 
the maximum marital deduction. The 
maximum deduction may also be ob- 
tained under the “fractional share of 
residue” approach by either (1) provid- 
ing for the payment of all taxes as a 
part of administration expense prior to 
the division of the residuary estate into 
marital and nonmarital funds or (2), 
by providing for the payment of all such 
taxes from the nonmarital share of the 
residuary estate. 


Non-probate Assets 


Residuary bequests to the wife are fre- 
quently expressed in terms of a formula 
in order to secure the benefit of the 
maximum deduction, but no more. Care 
must be taken by the draftsman in cases 
where it is desired to take into account 
property passing to the wife outside of 
the will. In Estate of Hoelzel®* the dece- 


'‘lEstate of Morrison, 24 TC 965 (1955). 
5228 TC 384 (1957). 


dent left to a qualifying trust a formula 
amount equal to one-half of his adjusted 
gross estate, reduced by the portions of 
his gross estate which passed to his wife 
outside of his probate estate. The court 
held that the marital deduction under 
the formula must be reduced by the 
value of non-qualifying interests which 
passed to the wife outside of the will. If 
the maximum deduction is intended, 
care must be taken to reduce the formula 
amount only by interests passing to the 
wife outside of the will which qualify 
for the marital deduction. 

Under the statute, a marital deduction 
is allowable only with respect to those 
interests which are included in the gross 
estate of a decedent and which pass to 
his spouse.®* Certain types of interests 
received by the wife — such as those 
passing to her by bequest, inheritance, 
dower, transfer, survivorship, appoint- 
ment or as proceeds of insurance — are 
considered as interests passing from the 
decedent.54 There have been a number 
of interesting rulings and decisions in- 
terpreting this provision, particularly 
the interests passing to the wife as her 
dower interest, widow’s allowance, or as 
surviving joint tenant. 

In Estate of Crosby,®° the decedent 
died intestate leaving real estate in Flor- 
ida, Alabama and Michigan. To provide 
cash for the payment of debts, taxes and 
the widow’s dower interest, it was neces- 
sary to sell the Alabama property. Un- 
der Alabama law the widow’s dower in- 
terest is only a life estate, and conse- 

591954 IRC, Sec. 2056(a). 


541954 IRC, Sec. 2056(e). 
55148 F. Supp. 810 (D. Fla., 1957). 
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quently a terminable interest which 
would not qualify for the marital deduc- 
tion. However, Alabama law also pro- 
vided that when the personal estate was 
insufficient for the payment of debts, 
land could be sold free of dower with 
the widow’s consent. In such cases the 
fair equivalent of the wife’s dower in- 
terest must be paid to her. Accordingly, 
the court held that the interest in the 
proceeds of sale was not a terminable 
interest and qualified for the deduction. 

The Eighth Circuit has very recently 
reached a similar conclusion in constru- 
ing the Missouri law relating to dower 
(prior to its abolition in that state on 
January 1, 1956). In Estate of Miller*® 
the decedent’s wife renounced under her 
husband’s will and took her statutory 
dower under an option which permitted 
her to take the commuted value of her 
dower interest. The court affirmed the 
opinion of the District Court which had 
concluded that “the commuted value of 
dower and homestead under the then 
existing laws of Missouri was an abso- 
lute right which was vested in the widow 
as a marital deduction, and was not, as 
contended by the government, a subse- 
quent conversion of a terminable inter- 
est.” 


6248 F. 2d 667 (CA 8, 1957), aff’g. 148 F. Supp. 
278 (DC., W.D., Mo., 1957). 
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In one of the first cases interpreting 
the marital deduction law, the Tax Court 
disallowed the deduction as to joint 
property passing to the wife where un- 
der Iowa law a joint will was executed 
which bequeathed a life interest in the 
joint property to the survivor with the 
remainder, upon the survivor’s death, 
passing to others.°’ In reversing the 
lower court, the Eighth Circuit®* con- 


cluded: 


. “. .. that Mrs. Awtry acquired ab- 
solute title to the joint tenancy prop- 
erty through the joint tenancy con- 
tracts, that the will as a testamentary 
instrument in no way affects the title 
to the joint tenancy property, and that 
the joint tenancy property did not by 
reason of anything done by Mr. Awtry 
pass to others than his surviving 
spouse. The estate is entitled to the 
marital deduction on the property 
passing to Mrs. Awtry by the joint 
tenancy contracts.” 

Upon the authority of this decision in 
the Awtry case the Eighth Circuit®® also 
reversed an earlier decision of the Tax 
Court which on almost identical facts 
had held that under applicable Nebraska 
law the interest passing to a wife as 
surviving joint tenant was reduced to a 
terminable interest by the provisions of 
a joint and mutual will. 


Support of Payments 


Prior to the enactment of the Rev- 
enue Act of 1950, a deduction could be 
taken from the gross estate for the sup- 
port of dependents, including amounts 
payable to the widow. Congress termin- 
ated the allowance of this deduction 
principally because of the difference in 
treatment of this award by the various 
local courts. It nevertheless appeared to 
be the intent of Congress that amounts 
payable to the widow which theretofore 
were deductible as claims against the es- 
tate should continue to be allowable “as 

57Estate of Awtry, 22 TC 91. 


SAwtry’s Estate v. Comm., 221 F. 2d 749 (CA 8, 
1955). 


Estate of Peterson v. Comm., 229 F. 2d 741 
(CA 8, 1955), revg. 23 TC 1020. 
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a marital deduction subject to the «on. 
ditions and limitations of Section ‘12 
(e).”°° The Commissioner has indicsted 
that such an allowance to the widow «ill 
qualify for the marital deduction if ‘he 
spouse’s award is a vested property r: “ht 
which will survive as an asset of ‘he 
wife’s estate if she should die at any 
time following her husband’s death. 

On the basis of this ruling it would 
seem reasonable to assume that the Com. 
missioner would be concerned only with 
the question of whether the widow’s al: 
lowance under the laws of a particular 
state was a terminable interest which 
would fail or a vezted interest which 
would qualify. Nevertheless, the Com. 
missioner in Estate of Rensenhouse® 
sought to disallow a marital deduction 
based upon an award of $10,000 made 
to a widow under the laws of Michigan, 
contending that it was not an interest 
in property passing to her from the dece- 
dent under the definition of Section 812 
(e) (3). 

Although sustained by the Tax Court 
on this ground the Commissioner aban- 
doned the point on appeal and there con- 
tended that the award was a ierminable 
interest because it does not vest until 
after a petition has been filed for its al- 
lowance. The Sixth Circuit®* has very 
recently remanded the case to the Tax 
Court to determine whether the widow’s 
award is a vested right under Michigan 
law and, even if it is not, whether the 
terminable interest rule applies to a 
widow's award in view of the apparent 
intent of Congress to exclude it. 

Only a month after the Tax Court de- 
cision in Rensenhouse a district court in 
King v. Wiseman™ held that under the 
Oklahoma statutes “the allowance given 


6°Ways and Means Committee, H. Rept. 2319, 
81st Cong., 2d Sess., C.B. 1950-2, pp. 380, 478; Sen- 
ate Finance Committee, S. Rept. 2375, 81st Cong., 
2d Sess., C.B. 1950-2, pp. 483, 576. 

*Rev. Rul. 83, C.B. 1953-1, p. 395. 

®Estate of Rensenhouse, 27 TC 107. 

8Estate of Rensenhouse v. Comm., 58-1 USTC 
#11,751 (CA 6, 2/13/58). 

64147 F. Supp. 156 (W.D. Okla., 1956). 
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to 2 widow when approved and author- 
ized by the Probate Court vests in the 
wid-w an absolute indefeasible right to 
said allowance and that it should all be 
included in the marital deduction.” 


Optional Deductions 


Certain expenses of administration 
which are normally taken as deductions 
in arriving at the “adjusted gross estate” 
‘or estate tax purposes may be taken as 
income tax deductions upon the filing of 
a statement electing so to do.® When the 
estate is in a higher income than estate 
tax bracket an over-all tax saving will 
result from such election, but other prob- 
lems may arise to plague the executor. 

In two rulings®® upon this subject the 
Commissioner has clarified the effect of 
such an election upon the marital deduc- 
tion. The deduction is limited to 50 per 
cent of the adjusted gross estate; conse- 
quently, the election to take certain ex- 
penses as deductions from gross income 
will have the effect of increasing the ad- 
justed gross estate by the amount of such 
deductions not claimed for estate tax 


| purposes and, of course, will increase 


4 


§ 





; 


%: 





the marital deduction limitation by 50 
per cent of such amount. 

When the bequest to the wife is in 
terms of the usual formula which 
based upon “50 per cent of the adjusted 
gross estate as finally determined for tax 
purposes,” and the executor elects to 
claim certain expenses as deductions 
from gross income, the executor may be 
faced with rather “nice” ques- 
tions — 


is 


some 


1) Income taxes will be reduced, but 
at the expense of an increased federal 
estate tax which will decrease the 
principal ultimately passing to re- 


%1954 IRC, Sec. 642(g); 1939 IRC, Sec. 162(e). 





Rev. Rul. 55-225, I.R.B. 1955-16, p. 14; Rev. 
Rul. 55-643, I.R.B. 1955-48, p. 18, as corrected in 
1955-48, p. 6. 


“Upon this question some states have already 
held that principal must be made whole. Estate of 
Bixby, Cal. Ann., 295 P. 2d 68; Estate of Samuel 
Levy, N. Y., Cty. Sur., NYLJ, 7-17-57, p. 3; Es- 
tate of Edwin H. Warms, N. Y. Cty. Sur. 140 
ox. S. Sa 168. 


maindermen. Should the net tax sav- 
ings resulting from such election be 
apportioned between income and prin- 
cipal and, if so, upon what basis?67 
2) In the absence of any direction 
in the will, can an executor safely elect 
to take such expenses as income tax 
deductions and thereby increase the 
allowable marital deduction? If he 
does so, what claims may be asserted 
by some future remainderman whose 
interest was reduced by such election? 
Many draftsmen are resolving these 
troublesome problems by giving the 
executor specific authority to make such 
an election whenever it will result in an 
over-all tax saving and by further pro- 
viding exactly how such net savings shall 
be apportioned, or by directing that no 
adjustments shall be made either as be- 
tween income and principal or in the 
amount of any bequest.®* 


In Prospect 


Ten years is neither a long nor a short 
period in the history of tax legislation. 
It has not been long enough to develop 
a well-formulated body of case law. In 
the ordinary course of events several 
years must necessarily have elapsed from 
the time the earliest marital deduction 
wills were drafted until the testators 
died, their estates were administered and 
disputed questions arising under the 
marital deduction law reached the point 
of litigation. The earliest decision in- 
volving the marital deduction handed 
down by a court was that of Kellar, 
which was first decided in July 1953. Re- 
versed and remanded by the Eighth Cir- 
cuit, the final decision in Kellar was not 
reached until early in 1956. 

Since the Kellar case there has been a 
considerable volume of decisions hand- 
ed down by the Tax Court and district 
courts relating to marital deduction 
questions. In many instances these de- 
cisions have been reversed upon appeal; 

®68See Fleming, Income and Principal Adjust- 
ments Where Administration Expenses Used as 


Income Tax Deductions, 96 TRUSTS AND ESTATES 
1089 (1957). 
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and even in the different circuits there 
appears to be substantial disagreement 
in certain areas of the law. Several more 
years must undoubtedly pass before basic 
differences can be resolved and drafts- 
men and trust administrators can have 
the benefit of reliable guideposts. 

The ten-year period which has gone 
by has been long enough, however, to 
make use of the marital deduction con- 
siderably less of a voyage into unknown 
seas than it was ten years ago today. Not 
all of the channels have been completely 
charted nor the hazards clearly marked, 
but certain danger areas are well defined 
and those who persist in setting too close 
a course must be prepared to accept the 
risks. 


A A A 


QUALIFIED RETIREMENT PLANS 
NEAR 41,000 


The number of pension, profit sharing 
and stock bonus plans qualified for tax 
benefits under Section 401(a) of the 
Internal Revenue Code stood at 40,956 
on December 31, 1957. IRS reports show 
a net increase of 6,074 plans last year, 
up more than 20% over the record high 
established in 1956. 

During 1957 pension plans accounted 
for 55% of the new qualifications and 
profit sharing plans the rest. 
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Trustman Addresses College 
Admission Officers 
Today the wealthy man with stocks, 
bonds, real estate, life insurance and 
fringe benefits needs servants trained 
in the techniques required by those 
kinds of property, Robert M. Lovell, 
senior vice president of The Hanover 
Bank, New York, recently told admission 
officers from 20 eastern colleges. The 
meeting was conducted under the aus- 
pices of the Association of Reserve City 

Bankers. 

This man of wealth, Mr. Lovell said, 
needs custody services, safekeeping, and 
people who know income tax. He needs 





the bookkeeper. He needs property man- 
agers—in fact, all the talents that people 
in the custody aspects of trust depart- 
ments provide for him. 


The trustman, who performs these and 
many other types of trust department 
tasks, must like people, must be a well- 
rounded man, and has to be a man of 
stature, since in this field the people 
served are people of substance and “you 
can’t take an insignificant little fellow 
who doesn’t look as if he really knew his 
stuff and expect that your customer of 
significance is going to come to him and 
seek his advice or take his judgment un- 
questioned.” 





In ILLINOIS trust matters 


Chicago Title and Trust Com- 
pany offers you and your cus- 
tomers unequaled facilities 
and more than 65 years of ex- 
perience. Among the many 


services we offer are: 


Testamentary Trust 
Living Trust 

Pension Trust 
Investment Counsel 
Ancillary Administration 
Title Insurance Policies 
Escrow 

Registrar 

Transfer Agent 

Land Trusts 


In Illinois, choose experience: choose 
Chicago Title and Trust Company. 
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Mr. Lovell likened the trust busi): 
to a profession, except that it is broa: +r, 
not so specialized. The man who is « .1n- 
sidering law, or engineering, or on 
the other professions, but isn’t deci 
and doesn’t want to spend the extra yc irs 
for a graduate degree, may well finc in 
trust business the fulfillment of his ‘le. 
sire to render a professional type of 
service. 

Trust work is consultation, is meeting 
with the right kind of people and is 
unusually devoid of controversy, the 
speaker said. A man who is a good 
teacher can teach any one of a multitude 
of subjects, and a good teacher has 
many of the qualifications of a good 
trust officer. 

In the smaller trust department, Mr. 
Lovell pointed out, it has been almos 
traditional that a trustman be a lawyer, 
That may be because it’s a one-man 
team. In most New York City trust de. 
partments lawyers are much less esser- 
tial for two good reasons: In the handl- 
ing of an estate or trust there is also an 
attorney of record who is rendering the 
legal services required; the trustman 
should be in the position of taking, not 
giving, legal advice. This does not mean 
that a legal background is a disadvan- 
tage. On the contrary, it is a tremendous 
advantage, but the trust officer should 
use his legal knowledge to detect the 
times when he is getting poor advice and 
not substitute his own advice for that to | 
which he is exposed. : 

Banks cover so many activities that | 
there’s a field for many kinds of ability. | 













































Pear 


Mr. Lovell added. “If the young man is § 















analytical, then the securities analysis de: | 
partment may be made for him. If he’s 
the executive type what better than one 
of the administrative jobs. One of the 
most intriguing and satisfying services 
that personal trust departments are now 
rendering is estate analysis.” 

Young men in the trust business will 
move ahead faster because in banks there 
is a “missing generation.” The bracket 
of about age 32 to 42 is almost absent. 
Young men coming into the field today 
will move ahead into that vacuum. 
Furthermore, a very high percentage o! | 
trust people—almost one-third of the | 
men—become officers, Mr. Lovell con- 


cluded. 










& 4 Aa 


@ Earl W. Riesberg, assistant trust « 
cer of Northwestern National Bank of 
Minneapolis, was recently awarded 
M. A. I. designation by the Amer'c 
Institute of Real Estate Appraiser 
Fewer than 2,600 appraisers have qv: 
fied for this designation since the | 

tute was founded in 1932. 
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WO MONTHS AGO WE REFERRED TO 
.. lively interest today’s manage- 
ment—company and union—is taking in 
pensions tied to the cost of living. More 
recently J. E. McMahon in The New 
York Times (Sunday, March 9) drew at- 
tention to the disquiet among employees 
who saw their accumulated shares under 
a profit-sharing trust actually decrease in 
value because of the decline in stock 
values during 1957. The suggestion is, 
of course, that if the cost-of-living is only 
broadly correlated with market move- 
ments, the employer—who is more “per- 
manent” than the employee—should 
shoulder the responsibility for levelling 
out the mountains and filling in the 
valleys of equity prices. 

This is essentially what we advocated 
in our February article and our only 
reason for recurring to the subject is to 
mention some further facets revealed by 
a perusal of two publications that may 
not be generally available to the ma- 
jority of our readers. These are (1) A 
mimeograph copy of a speech by Dr. 
Leo Barnes, Chief Economist of Pren- 
tice-Hall, Inc., before the American Pen- 
sion Conference on February 6, and (2) 
Notice of Annual Meeting of Stock- 
holders of United Aircraft Corporation. 

The American Pension Conference has 
recently undertaken to have a_steno- 
graphic copy made of everything that is 
said at each of its meetings. This is a 
severe test of a speaker: the brilliant 
after-dinner talker with the splendid per- 
sonality turns out to have been uttering 
banalities when his speech is transcribed 
the morning after. Nevertheless the Con- 
fererce has done its non-dining and out- 
of-tcwn members a good turn by report- 
ing in full on each meeting’s address and 
subs »quent questions—even though 
som of these are characterized as “in- 
aud: 5le.” For Dr. Barnes’s address is 
an «xcellent example of an expert an- 
alys s of a technical subject by a man 
whe is clearly more than “one chapter 
ahe d of the class” in the matter of 
“Bu iness and Investment Outlook and 
Per ion Planning in 1958.” 
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PENSION and PROFIT SHARING DIGEST 


HILARY L. SEAL 


Morss, Seal & Bret; Lecturer in Statistics, Yale University 


PENSIONS IN AN EXPANDING ECONOMY 


The first part of Dr. Barnes’s address 
related to the immediate economic pros- 
pects in the U. S. After an interesting 
analysis the conclusion he reached agrees 
very well with that of the London Econo- 
mist, namely that with so many indica- 
tors set for foul weather ahead there 
would be a probability of serious de- 
pression if it weren’t for determined gov- 
ernmental intention to prevent it—the 
chief weapon being the tax cut that now 
seems inevitable. The only problem is 
when the upswing will occur and this 
date is being gradually pushed forward 
from the summer through the fall and 
winter to next spring. Fortunately every- 
one seems to agree that the economic 
upsurge will come within months. 

But more of interest to the pension 
planner who, after all, is thinking of 
20-50 years ahead, is Dr. Barnes’s long- 
term view of the economy. Because of 
continuing military competition with 
Russia the long-range outlook is for high 
production, full employment and skilled 
manpower shortages in a period of slow- 
ly-rising industrial prices. The problem 
of keeping inflation in check is thus 
a serious one, aggravated by cost-of- 
living escalator clauses in union con- 
tracts and cost-of-living pensions. These 
encourage inflation because they make 
people indifferent to its existence and 
thus uninterested in legislation designed 
to prevent it. 

We believe Dr. Barnes’s warnings 
should be carefully considered by so 
many of us who are inclined to think of 
cost-of-living pensions as the answer to 
an inflationary era. Let us remember 
that we are helping to create the very 
evil we are trying to cure. 

Following Dr. Barnes’s address a num- 
ber of members of the Conference posed 
questions on such subjects as: (1) the 
degree of inflation that can be expected 
in future years, (2) the proper interest 
rate to assume in the actuarial valua- 
tion of a pension fund and (3) the 
repercussions on the economy of the in- 
vestment policies of pension fund man- 
agers. Dr. Barnes’s views on the first 









and second of these topics aptly illustrate 
our contention in February’s column 
that any employer who establishes a pen- 
sion plan with pensions tied to a cost-of- 
living index must see that his fund is in- 
vested wholly in equities except for the 
small (or even non-existent) proportion 
that may be required to pay pensions in 
the immediate future. 

Thus Dr. Barnes would only answer 
questions on the future yields of pension 
funds after it had been stated: (a) the 
proportion of equities held by the fund, 
and (b) whether capital appreciation 
was to be counted as part of the yield. 
Although Dr. Barnes did not say this 
in so many words it would seem that he 
would agree with our view that the long- 
term income yield of (i) a mixed port- 
folio of bonds and mortgages as held, 
e.g., by a life insurance company, or (ii) 
a portfolio of high grade equities, would 
both average between 3% and 4% per 
annum. And that it would be difficult to 
forecast which of these two portfolios’ 
yield would be ahead at any given 
moment of time. Thus the sole purpose 
of a heavy equity holding is to keep up 
with inflation by capital appreciation. 

If we interpret Dr. Barnes in this way 
his statement that a 50% equity port- 
folio might produce a long-term interest- 
and-appreciation yield of 5% would 
imply a future inflationary trend of 
about 2% a year. However, in answer to 
a direct question on future inflation Dr. 
Barnes would not commit himself to 
such a forecast since institutional 
charges may well reduce or cancel the 
forces underlying inflationary trends. 


United Aircraft 
Proposal 


In the light of these ideas it is in- 
teresting to consider the proposal by the 
Board of Directors of United Aircraft to 
establish a Supplementary cost-of-living 
retirement-income plan. This company 
has a standard Group Annuity contract 
and is now proposing to restore the 
“original purchasing power” of the pen- 
sion accruals under the plan both for em- 
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ployees and for existing and future pen- 
sioners. In common with most Group An- 
nuity plans each employee’s pension is 
an aggregate of a number of consecu- 
tive annual pension accruals occurring 
throughout the employee’s career with 
United Aircraft. Each of these accruals* 
is to be “ratio’d-up or down” from its 
accrual date to each of the dates on 
which it is disbursed in the form of a 


*The plan actually refers to ‘“‘annuity purchases”’ 
instead of accruals. If there were ‘“‘nast service’’ 
accruals at the date the plant went into effect 
these would be restored to their purchasing power 
as of the date the corresponding annuities were 
purchased instead of from their original accrual 
dates. 


pension payment to the employee. The 
basis of the calculations is to be the 
B. L. S. Consumer Price Index. 


In essence this procedure is similar 
to that of the self-insured plan of Na- 
tional Airlines to which reference was 
made in our February column. How- 
ever, one interesting difference is that it 
is stipulated that if the premiums under 
the Supplementary plan based on the 
cost of pension increases over and above 
those that had already occurred through 
the previous year exceed 20% of that 
years premiums under the Basic plan 
then the pension increases will be cut 
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back accordingly and will not be msile 
up at a later date. This provision is «). 
viously aimed at limiting the cost of ‘he 
new plan to 20% of the Basic plan. | is 
stated in the Notice of the annual m¢t- 
ing that the cost-of-living increase of 
2.96% between 1956 and 1957 would 
have amounted to “slightly less than 
18% of the Corporation’s gross con- 
tributions under the Basic Plan for the 
year 1956.” However, it would be in. 
correct to assume that a 3% increase in 
the cost of living in any year will always 
be reflected in full in corresponding pen. 
sion increases. 

Subject, of course, to our previous 
comment based on Dr, Barnes’s address, 
namely that the wide acceptance of cost. 
of-living pensions actually increases the 
likelihood of continued inflation, this 
new plan of United Aircraft is a courag. 
eous step in ensuringe that its employees 
are not deprived of reasonable pensions 
because of inflation. However, there is 
something illogical in the whole proce- 
dure. If management is convinced that 
inflation can be—and will be—licked it 
can reasonably use an insurance com- 
pany as a medium of investment for its 
pension contributions. Once it accepts 
the view that inflation is here to stay it 
must seek outlets for its money that 
will allow that money to retain its pur- 
chasing power. This means that the com- 
pany’s contributions must be used to 
buy property or equities both of which 
appreciate in value as money depreci- 
ates—the trust-fund approach. 

It appears to us that if United Air- 
craft had started out with a trust fund 
heavily invested in equities it would now 
have been able to adopt its new Supple- 
mentary plan without any additional cost 
instead of having to “catch up” with 
some $7 million of cost-of-living addi- 
tions on account of already paid-for past 
service under the Basic plan. Further- 
more if inflation continues in future this 
equity fund would in the long-run pro- 
vide cost-of-living pensions automatic- 
ally. Of course, since the company put 
its faith in a non-inflationary economy 
when it established its Basic plan in 1941 
its present position is more complex. 
With a large non-equity investment on 
account of past-service pension accruals, 
future inflationary trends are bound to 
be expensive. And with a continuing in- 
vestment in similar securities for future 
purchases the situation is aggravated. 


If the company envisages no future 
inflation—or even a deflationary era— 
its present investment solution is an 
excellent one; but then why provide 
for future cost-of-living adjustment» at 


all. 
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State, Municrpal and Public Housing 
Agency Bonds and Notes 


The Chase Manhattan offers trust officers and others acting 
in fiduciary capacities a well rounded service 

in this type of investment. Inquiries will receive 

the personal attention of experienced officers. 


Bond Department 
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CHASE MANHATTAN 
BANK 


CHARTERED 1799 
Head Office: 18 Pine Street, New York 15 
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TRUST PERSONNEL CHANGES 


ARKANSAS 


LITTLE ROCK—J. V. Satterfield, Jr., elected chairman of 
First NATIONAL BANK and continues as chief executive 
officer; Earl L. McCarroll succeeds him as president. 


PINE BLUFF—Charles A. Gordon retired as board chair- 
man and trust officer of SIMMONS NATIONAL BANK, after 
47 years with the institution. He will continue as a director 
and a member of the executive committee, and as honorary 
chairman. 


CALIFORNIA 


BEVERLY HILLS—Jack I. Brody is trust administrator of 
the new Beverly Hills branch of CITIZENS NATIONAL TRUST 
& Savines BANK, transferring from the Hollywood office. 


LONG BEACH—Earl J. Christensen became asst. trust offi- 
cer at this branch of SecurITy-First NATIONAL BANK. 


SAN FRANCISCO—BANK oF AMERICA N.T. & S.A. pro- 
moted Frank J. Collum to trust officer at the head office. 
With the bank since 1937 and the trust department since 
1951, Collum is a graduate of U. of San Francisco and the 
trust division of the Pacific Coast Banking School. 


COLORADO 


DENVER—Merriam B. Berger elected president of CoLo- 
RADO NATIONAL BANK succeeding Harold Kountze, who con- 
tinues as chairman; Melvin J. Roberts named executive vice 
president. 


CONNECTICUT 


HARTFORD—W. Sidney Harrison advanced to trust officer, 
and Robert J. Wilke to assistant secretary, at CONNECTICUT 
BANK & Trust Co. Harrison is in the estate settlement 
division, while Wilke is with the probate division. 


NEW HAVEN—John T. Cottrill promoted to vice president 
from trust officer, at SECOND NATIONAL BANK. Commencing 
his banking career as a clerk in the trust department in 
1939, Cottrill served in the investment division and in 1953 
was placed in charge of the investment section of the trust 
department (after two interruptions for duty as an officer 
with the Armed Forces) and assumed operating responsi- 
bility of the bank’s bond portfolio. 

STAMFORD—Donald M. Snell, former senior partner in 
the investment firm of Eddy & Co., Hartford, elected trust 
investment officer of NATIONAL BANK & Trust Co. Snell 
attended Williams College and spent 17 years with a prede- 
cessor of the Hanover Bank in the securities, investment 
and trust administrative divisions. 


FLORIDA 
TALLAHASSEE—William B. Langley promoted to asst. 
trust officer at TALLAHASSEE BANK & TrRuST Co. 

GEORGIA 


ATLANTA—William N. Benedict, formerly district sales 
manager of the Post Division of General Foods Corp., elected 





D. M. SNELL 
Stamford 


Joun T. COTTRILL 
New Haven 
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WILLIAM M. BENEDICT 
Atlanta 


trust officer of TRUST Co. oF GrorGIA. A graduate of Y 
U., Benedict also attended Harvard Business School. 


© 


IDAHO 


BOISE—Calvin C. Brant named asst. trust officer at Ipa:1 
First NATIONAL BANK’s main office. 


ILLINOIS 


CHICAGO—Alfred E. Gallo elected vice president and ti 
officer in charge of COSMOPOLITAN NATIONAL BANK’s tris 
department, and James V. Sallemi, trust officer, appoin 
a vice president and continues as general counsel for 
bank and the trust department. Gallo, a member of the 
Bar, was formerly trust officer of CHICAGO NATIONAL BANK. 


CHICAGO—E. Stanley Enlund, trust officer, elected vice 
president of SEARS BANK & Trust Co. 


a. oS 


o 


DANVILLE—Dale Bowman became asst. vice president in 
addition to asst. trust officer at PALMER-AMERICAN Na- 
TIONAL BANK. 


GRANITE CITY—Henry D. Karandjeff elected to the newly 
created post of chairman, GRANITE CiTy TRUST & SAVINGS 
BANK, and is succeeded as president by his son, Ernest A. 
Karandjeff, who also continues as trust officer. 
KANKAKEE—Mrs, Doris Riley promoted to asst. trust 
officer at CiTy NATIONAL BANK. 

LA SALLE—Clarence D. Charlton elected president of La 
SALLE NATIONAL BANK succeeding Carl F. Wacker. Charlton 
also retains his title of trust officer; Wacker becomes vice 
chairman of the board. 

O’FALLON—First NATIONAL BANK appointed W. R. Dorris 
chairman of the board, and he continues as trust officer. 
OTTAWA—Joseph H. Brundage elected president, asst. 
trust officer and a director of First NATIONAL BANK; Joseph 
J. Dwyer, cashier and asst. trust officer; and Charles Mc- 
Allister, assistant cashier and trust officer. 





INDIANA 
FORT WAYNE—Paul H. Spear promoted to asst. vice 
president and trust officer of the ANTHONY WAYNE BANK. 
NORTH MANCHESTER—Dale Strickler, formerly execu- 
tive vice president and trust officer, elected president of 
INDIANA LAWRENCE BANK & TRUST CoO. 


VALPARAISO—Orville Bucher promoted to cashier and 
trust officer at FARMERS STATE BANK. 

IOWA 
WATERLOO—Ear! G. Glasson elected vice president and 
trust officer of PEOPLES BANK & TRUST Co. 


KANSAS 
TOPEKA—Robert C. Guthrie promoted to vice president 
and trust officer of First NATIONAL BANK. Guthrie is a 


graduate of Kansas U. and the Graduate School of Banking 
of Rutgers U. 





AFRED E. GALLO 
Chicago 


R. C. GUTHRIE 
Topeka 


E. V. GEARY 
Wichita (see p. 36°) 
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KENTUCKY 
PAINTSVILLE—O. T. Dorton, formerly cashier and trust 
officer of SECOND NATIONAL BANK, elected executive vice 
pres:'dent; D. H. Dorton became president. 
MAINE 
PORTLAND—CANAL NATIONAL BANK named Walter E. 
Robertson an asst. trust officer. 
MASSACHUSETTS 


BOSTON—John R. White, George W. Peterson, Jr., Edward 
G, Rudd and Charles M. Pyle, Jr., promoted to trust officers 
at BosTON SAFE DEPOSIT & TRUST Co. 


WORCESTER—Philip M. Purrington, vice president and 

trust officer of MECHANICS NATIONAL BANK, succeeds Allen 

Potter, retired, as head of the trust department. 
MICHIGAN 


HANCOCK—Gunnar D. Miller elected cashier and execu- 
tive vice president succeeding Bernard Orella, named trust 
officer, at SUPERIOR NATIONAL BANK & TRUST Co. 


MINNESOTA 


ST. PAUL—Gerald Priebe promoted to asst. trust officer 
at AMERICAN NATIONAL BANK. 


WINONA—W. P. Theurer advanced to senior trust officer 
and vice president of WINONA NATIONAL & SAVINGS BANK. 
MISSISSIPPI 
BROOKHAVEN—Mrs, Stella T. Harper promoted to vice 
president and trust officer, BROOKHAVEN BANK & TRUST Co. 
NEW JERSEY 
FRANKLIN—William L. Hill elected president and trust 





officer of SUSSEX CoUNTy TrRUsT Co. Hill had been secre- 
tary of the bank since 1946. 


NEWARK—FEDERAL TRusT Co. advanced John F. Fay to 
vice president and trust officer. A member of the executive 
committee of the New Jersey Bankers Association, Fay 
is also secretary of Essex County Bankers Association. 

PERTH AMBOY—Ernest R. Hansen, treasurer and trust 


officer of PERTH AMBOY SAVINGS INSTITUTION, advanced to 
executive vice president. 


NEW MEXICO 


ALBUQUERQUE—Kenneth A, Kruhn, trust officer, First 
NATIONAL BANK, promoted to vice president and trust 
officer. 

FARMINGTON—Robert D. Blagg made vice president, 
cashier and trust officer of First NATIONAL BANK. 


NEW YORK 
BUFFALO—Burton L. Gale elected senior vice president of 


MANUFACTURERS & TRADERS TRUST Co., in charge of bank 
and trust investments. 


BUFFALO—Appointed estate planning officers at MARINE 
TrusT Co. oF WESTERN NEW YORK were: Edward B. Casassa, 
Lewis W. Chilton, Sherlock A. Herrick and Robert L. Wells. 


NEW YORK—Henry Senft of the corporate agency division 
of BANKERS TRUST Co., named assistant secretary. 


NEW YORK—CHEMICAL CORN EXCHANGE BANK elected 
Earl C. Sandmeyer a vice president; promoted James M. 
Clark to personal trust officer and Edward J. Hannon to 
trust officer. Sandmeyer has been director of public relations 
since joining the bank in 1951. 


NEW YORK—Reese H. Harris, Jr., senior vice president 
and director of Connecticut Bank and Trust Co., Hartford, 





Seoring Georgians Since 1894 as 
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Rome: THE FIRST 
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367 








REESE H. HARRIS, JR. 
New York 


IRVING R. CHURCH 
White Plains 


J. ALLYN TAYLOR 
London, Ont. 


has been elected an executive vice president and trustee of 
The Hanover Bank. He will join the staff in June, in charge 
of the Trust Division. Mr. Harris has been in charge of 
the Trust Department of The Connecticut Bank and Trust 
since he joined it in 1950. A graduate of Princeton and of 
the Harvard Law School, he was engaged in the practice 
of law in Hartford prior thereto. Mr. Harris is a member 
of the Executive and Taxation Committees, Trust Division, 
American Bankers Association. 


NEW YORK—At MANUFACTURERS TRUST Co., Thomas A. 
Sylvester appointed trust officer. He is a graduate of New 
York U. and Brooklyn Law School. 


RIVERHEAD—G, Harvey Moore named asst. trust officer 
of Riverhead office of FRANKLIN NATIONAL BANK OF LONG 
ISLAND. 

WHITE PLAINS—Irving R. Church promoted to vice presi- 
dent and trust officer of County Trust Co. A lawyer, Church 
was with Chemical Bank & Trust in New York for 20 years 
prior to joining in 1944 the Central National Bank of 
Yonkers, which merged with County Trust in 1955. He 
served on executive committee of the trust division of New 
York State Bankers Association from 1951 to 1953. 


NORTH CAROLINA 


NORTH WILKESBORO—D. Dwight Crater named asst. 
trust officer of NORTHWESTERN BANK. 


OHIO 
HAMILTON—Donald L. Litzelfelner elected cashier and 
asst. trust officer of SECOND NATIONAL BANK. 
MANSFIELD—W. B. Crider, RICHLAND TrRusT Co., also 
elected a vice president in addition to his present title of 
treasurer, trust officer and a director. 


TIFFIN—Lloyd P. Bracy, former executive vice president 
and trust officer of COMMERCIAL NATIONAL BANK, named 
president to succeed S. B. Sneath, who resigned. Albert L. 
Siebenaller named cashier and asst. trust officer. 


PENNSYLVANIA 
GETTYSBURG—Paul B. Fox promoted to first vice presi- 
dent and trust officer at First NATIONAL BANK. 
PHOENIXVILLE—Harry Baird, formerly auditor, named 
asst. trust officer of FARMERS & MECHANICS NATIONAL BANK. 
PITTSBURGH—Charles N. Berents, formerly manager of 
the industrial department of Moody’s Investor’s Service, 
elected asst. vice president of FIDELITY TrusT Co., to serve 
in the investment office of the trust department. 


PITTSBURGH—A. J. Pentecost, vice president, and N. B. 
Faust, asst. trust officer, retired from PoTTeR BANK & 
TrusT Co. as of the end of the year. 

SOUTH CAROLINA 
CHARLESTON—SoutTH CAROLINA NATIONAL BANK ap- 
pointed C. Douglas Lipscombe, Jr., as asst. trust officer. 

TENNESSEE 


CHATTANOOGA—T. Hooke McCallie promoted to trust 
officer at HAMILTON NATIONAL BANK. 
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H. S. GOODERHAM 
Toronto 


D. K. Tow 


Toronto 


A. Roy COURTICE 
Toronto 


KINGSPORT—A. M. Brinkley, Jr., vice president and trust 
officer of First NATIONAL BANK, will leave there July first 
to become vice president of UNION PLANTERS NATIONAL 
BANK in Memphis. 


UTAH 
SALT LAKE CITY—Rex W. Hardy, an attorney, appointed 
asst. trust officer at ZIONS First NATIONAL BANK. 


VIRGINIA 


LYNCHBURG—Warren T. Braham named asst. officer at 
LYNCHBURG NATIONAL BANK & TRUST CoO. 


MARTINSVILLE—Irving M. Groves, Jr., elected vice presi- 
dent and trust officer of the PIEDMONT TRUST BANK. 


WASHINGTON 


SEATTLE—At Paciric NATIONAL BANK, Edwin F. Boyle, 
Stuart H. Prestrud and William W. Christofferson promoted 
to trust officers; and Ray E. Johnson named asst. trust 
officer. 


WISCONSIN 


JANESVILLE—Miss Ardis Wittenberg elected asst. trust 
officer at the First NATIONAL BANK, 


SHEBOYGAN—At CITIZENS BANK, which is the new name 
of the former Citizens State Bank recently merged with the 
Bank of Sheboygan, Arthur H. Schultz elected asst. vice 
president; William T. Scott, asst. vice president and trust 
officer; and Walter J. Heinrich and Hugo Kaems, trust 
officers. 


CANADA 


LONDON, Ont.—V. P. Cronyn, vice president of Huron & 
Erie Mortgage Corp. and CANADA TRUST Co., elected chair- 
man of the boards of both companies. J. Allyn Taylor, general 
manager, succeeds Morley Aylsworth as president of both 
companies, the latter having held that position since 1943 
and who continues as a director. At the Calgary office, F. J. 
Harrington appointed trust officer, estates analysis division. 


TORONTO—Henry S. Gooderham elected president of 
CANADA PERMANENT TRUST Co., succeeding the Honorable 
T. D’Arey Leonard who retired but remains as a director. 
Gooderham has been director of Canada Permanent Trust 
and Canada Permanent Mortgage Corp. since 1945. He is 
president of Dominion of Canada General Insurance Co., @ 
director of Toronto-Dominion Bank, Governor of Toront 
Western Hospital and vice president of Ridley College. 


TORONTO—J. D. Crease appointed supervisor of personal 
trusts at GUARANTY TRUST Co. 


TORONTO—At Toronto GENERAL TRUSTS Corp., A. BR. 
Courtice advanced from asst. general manager to executive 
counsel; Donald K. Tow appointed general manager suc 
ceeding Gordon Lindsay, who retired as vice preisdent and 
general manager. A graduate of U. of Toronto and a Fellow 
of the Chartered Institute of Secretaries, Tow’s career has 
been with Toronto since 1929. Frederick A. Wansbreugh, 
manager of the Winnipeg office, named asst. manage” a! 
Toronto head office. 





TRUSTS AND Est ATES 








new 
key 
preh 
corp: 
plan 
vesti 
Tr 
year’ 
cludi 
istra 
seco! 
desir 
or S¢ 
84-5 
E> 
expe 
depa 
new 
Ac 
write 
accol 
corp¢ 
— 


: 


Tru 
east 
are: 
per: 
adn 
cati 
Leg 
qui 
of ¢ 


Sou 
and 
yea! 


Dey 


Are 
Co!) 


for 
the 
me; 


dey 
tru 
sha 
ite: 
rep 





Ap; 








nated 


resi- 


oye, 
oted 
rust 


rust 


ame 
_ the 
vice 
rust 
rust 


\ TES 











e— @ 
| EXECUTIVE PLACEMENT 








Individuals seeking positions in trust 
departments may have free listing 
(maximum six lines). Respondents 
should write to Code number shown, 
care of “Trusts and Estates.” 


Trust Officer, 35, with demonstrated 
new business development ability desires 
key position in progressive bank. Com- 
prehensive background — personal and 
corporate trust administration, estate 
planning, taxes; G.S.B. graduate. In- 
vestment Major. 84-4 


Trust Officer, attorney, 40, with 12 
years comprehensive trust experience in- 
cluding taxes, estate planning, admin- 
istration, general operations. Presently 
second officer in 40 million department, 
desires position as head of medium size 
or senior position in large department. 
84-5 

Executive with trust administration 
experience seeks connection with trust 
department of commercial bank to solicit 
new business abroad. 84-8 

Advg. & Financial-P.R. Editor-Copy- 
writer, 4A background, “bluechip” trust 
accounts. B.A. with solid personal and 
corporate trust training and experience, 





TRUST DEVELOPMENT 
OFFICER 


Trust Development Division of large 
eastern metropolitan bank in growing 
area has excellent opportunity for an ex- 
perienced trust new business man or trust 
administrator with new business qualifi- 
cations, between the ages of 30 and 40. 
Legal background desirable but not re- 
quired. Please write, giving full resume 
of experience and stating salary expected. 

Box H-84-1, Trusts and Estates 

50 East 42nd St., New York 17 








WANTED 
SENIOR TRUST MAN 


Southern bank has opening for capable 
and experienced man between 40 and 55 
years of age to head moderate sized Trust 
Department. Excellent opportunity. 


Box H-84-2, Trusts and Estates 
50 East 42nd St., New York 17 








BLOCKED? 


Are you young, ambitious, well-trained, 
BU’ BLOCKED by a young superior? 
Col.rado bank has splendid opportunity 
for man with trust experience to become 
the Number Two man in Trust Depart- 
ment. Should have some legal training— 
be 25-45 years old—interested in business 
dev-lopment, trust administration and all 
trust problems. Pleasant living in the 
shalow of the Rockies. Opportunity lim- 
ite’ only by ambition and ability. All 











repies confidential. 
Box H-84-3, Trusts and Estates 
50 East 42nd St., New York 17 
See 
Apri 1958 


sales oriented. Seeks growth opportunity, 
N. J., N. Y. or Conn, 84-7 


Former Chicago attorney, 45 with ex- 
tensive experience in trusts, estates and 
administration in both law practice and 
banking, desires Chicago, mid-west or 
Florida S.E. coast location. 83-2 


Trust Officer, 48, LL.B., in large trust 
department. West Coast, seeks to head 
department or division, experienced new 
business, probate, private, tax, opera- 
tions; former tax official, attorney. 83-3 


Practicing Boston attorney, 42, with 
15 years experience in trusts, estates, 
wills, etce., seeks senior trust position in 
trust department. 83-4 


Experienced trustman, 55, college edu- 
cation in decedents’ estates, trust, etce.., 
also business law. Thoroughly familiar 
with all phases of trust and banking 
functions. Presently serving as_ trust 
officer, complete charge. 83-6 

Employee benefit trusts-general ac- 
count administrator seeks better oppor- 
tunity with progressive institution. Lo- 
cation not a factor. 83-7 

Attorney, middle thirties, extensive 
experience in new business, estate plan- 
ning and legal aspects of Trust admin- 
istration, seeks opportunity as officer in 
charge of Trust new business. 83-8 


A AA 


NEW TRUST POWERS & 
DEPARTMENTS, CHANGE OF 
NAME and MERGERS 


Lancaster, Cal. — Complete banking 
service, including trust, is offered at the 
new Antelope Valley branch of SECURITY- 
First NATIONAL BANK to accommodate 
that growing area. Lester R. Schwaiger, 
vice president, is manager. 

Daytona Beach, Fla. — Trust powers 
have been acquired by COMMERCIAL 
BANK, and William A. Solien promoted 
to vice president and trust officer in 
charge of the trust department which 
will occupy new quarters at 120 South 
Ridgewood Avenue. 

St. Petersburg, Fla. —CITIZENS NaA- 
TIONAL BANK has been granted trust 
powers under the Federal Reserve Act. 
J. T. Johnson is vice president and trust 
officer in charge of the department. He 


comes from Florida National Bank, 
Jacksonville. 
Wichita, Kans. — UNION NATIONAL 


BANK has expanded its trust department 
into a separate operation and named 
Edward V. Geary vice president and 
trust officer. Previously trust officer with 
City NATIONAL BANK & TRUST Co. of 
Kansas City, Mo., since 1952, Geary holds 
A.B. and law degrees from the U. of 
Kansas. 

Grand Rapids, Mich. — UNION BANK 
of Michigan, granted trust powers last 
December, has changed its name _ to 
UNION BANK & TRUST Co. 

Jackson, Miss.—JACKSON-HINDS BANK 
opened new quarters and appointed vice 


president George A. Morgan as trust 
officer in the new trust department. 

Hannibal, Mo. — FARMERS & MER- 
CHANTS BANK & TrRusT Co. has changed 
its title to FARMERS & MERCHANTS BANK. 

Montreal, Canada — GENERAL TRUST 
OF CANADA has acquired over 95% of 
outstanding stock of SHERBROOKE TRUST 
Co. 

Montreal, Canada — MONTREAL 
Trust Co. acquired the outstanding 
shares of PRINCE EDWARD ISLAND TRUST 
Co., which now gives Montreal Trust an 
office in Charlottetown, P.E.I. 

Montreal Trust also proposes to take 
over the business of MARITIME TRUST 
Co. of St. John, N.B., which it has 
wholly owned for some time. This will 
eliminate duplication of facilities in St. 
John. 

Toronto, Canada — CHARTERED TRUST 
Co. will open the first trust office in a 
shopping center, with a new branch at 
York Mills Shopping Centre, 1518 Bay- 
view Avenue. 

Toronto, Canada — GUARANTY TRUST 
Co. OF CANADA purchased assets of 
EQUITABLE TRUST Co. of Winnipeg. The 
Equitable office will be operated under 
the name of Guaranty, with a local ad- 
visory board including directors of 
Equitable. 


A A A 
IN MEMORIAM 


EDWIN B. GRIFFITH, trust officer of 
COMMERCIAL SAVINGS BANK, Monroe, 
Wisconsin. 

W. Mary MaAzZzm, assistant trust officer 
of MUTUAL NATIONAL BANK, Chicago. 

RILEY J. McMASTER, vice president 
and trust officer of First NATIONAL 
BANK, Tampa, Florida. 

Leo E. OBERSCHMIDT, vice president 
and trust officer of First NATIONAL 
BANK, Cincinnati, Ohio. 

WILLIAM G. WISSMAN, executive vice 
president, trust officer and a director of 
First NATIONAL BANK, Columbus, In- 
diana. 





TRUST DEPARTMENT 
INVESTMENT OFFICER 
FOR LARGE CHICAGO BANK 


The American National Bank and Trust 
Company of Chicago is seeking a Trust 
Department Investment Officer. Duties 
consist primarily of applying the work of 
the Investment Research Division in pre- 
paring and administering investment pro- 
grams for trusts, estates, agencies, pension 
and profit sharing accounts. Customer 
contact is an important part of this func- 
tion. It is important that the applicant be 
able to express himself well, both orally 
and in writing. Preferred age is from 35 
to 45. 


Send a complete resume to Director of 
Personnel, American National Bank and 
Trust Company of Chicago, 33 North La- 
Salle Street, Chicago 90, Illinois. Replies 
will be held in strict confidence. 
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Time Works For You... 


or Against You... 


As a customer of FIRST and 
MERCHANTS National Bank of 
Richmond, you have long-estab- 
lished credit files on this area at 
your fingertip — the finger-tip 





that dials your telephone. 





All of our other trust and banking 
facilities are equally convenient to 
you. The next time you have a 
problem in Virginia, contact us 
promptly. 


First MERCHANTS 


NATIONAL BANK OF RICHMOND 


Member Federal Deposit Insurance Corp. 











IN DELAWARE 


Bank of Delaware’s wide experience 
in estate settlement and trust admin- 
istration is backed by financial integ- 
rity, prompt, sympathetic attention to 
needs of beneficiaries, and impartial, 
informed group judgment. Our facil- 
ities are efficient, economical, com- 
plete—recognized and used through- 
out the world. Wherever you and 
your customers are, you can depend 
on us... we are always at your serv- 
ice in Delaware. 


BANK of DELAWARE 


Main Office: 901 Market Street 
Wilmington, Delaware 


Wilmington « Newark e Odessa « Smyrna e Dover 


Member: FDIC e Federal Reserve System 
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New York State Bankers 


Association Forms “School 
of Banking”’ 


A School of Banking to cover the edu- 
cational requirements of the banking in- 
dustry in New York State has been estab- 
lished by the New York State Bankers 
Association culminating twelve years of 
preliminary work and _ research. Ini- 
tially it will consist of six resident in- 
stitutes—of which the already successful 
Trust New Business School at New York 
University will continue as one—and 
two seminar groups. 

The School will function at three loca- 
tions. The main part of the program will! 
be conducted at Sedgewood, a 2500 acre 
estate at Carmel in Putnam County 
where housing, dining and classroom 
facilities will be provided. The Bankers 
School of Agriculture and the Graduate 
Agricultural Seminar will continue at 
Cornell University; and New York Uni- 
versity, besides the trust school on its 
campus, will work with the Investment 
Seminar at the Hotel Commodore. 

Other training programs will include 
the week-long resident Institute for Ad- 
vanced Management, the three weeks 
resident Institute for Executive Develop- 
ment and a Resident Institute of Bank- 
ing. This last will be conducted in co- 
operation with the American Institute 
of Banking and will consist of three resi- 
dent two-week sessions spread over 24 
months. In addition, the Association will 
conduct a number of specialized resident 
schools related to salesmanship, agricul- 
ture, public relations, and investments. 
Faculties are being drawn from leading 
colleges and universities and from skilled 
specialists on technical subjects. 

In the next six months the program 
will offer 914 weeks of resident class- 
room work. In 1959 this will be in- 
creased to 1114 weeks, and in 1960 will 
exceed 131% weeks. Establishment of this 
widespread School of Banking has pro- 
vided management with the facilities for 
training executive talent to meet the 
present challenge confronting the bank- 
ing profession. 


A A A 
OMISSION ON INVESTMENTS 


The last three lines of the report of 
the investment panel session at the Mid- 
Winter Trust Conference (March issue, 
p. 238) were lost somewhere between 
page proof and press run. The sentence 
in its entirety read as follows: 

“Mr. Coburn expressed the opinion 
that the automotive stocks, steels, cop- 
pers, electric utilities under unfavorable 
regulatory climate, drugs and life insur- 
ance stocks should be avoided at this 
time.” 


Trust Training Courses 


The second annual PBA Trust Tr«.n- 
ing School will be held June 22-28 at 
Bucknell University, Lewisburg. ‘| he 
curriculum will include: 

a) Decedents’ Estates by E. Alex. 
ander Hill, assistant vice president, 
Mellon National Bank & Trust Co., Pitts. 
burgh, and George M. Fehr, trust officer, 
Commonwealth Trust Co., Pittsburgh. 

b) Investment Problems of Decederits’ 
Estates by Russell A. Hunter, investment 
officer, Girard Trust Corn Exchange 
Bank, Philadelphia. 

c) Lectures on Trusts by the follow. 
ing faculty members: Revocable—Wil. 
liam Gauer, assistant vice president 
Fidelity-Philadelphia Trust Co.; Irrevoc. 
able—S. David Hart, trust officer and 
Guardianships—Horace P. Camden, Jr.. 
trust officer, both of Girard Trust Corn 
Exchange Bank. 

d) Regulation F by Morton Smith, 
vice president, Girard Trust Corn Ex. 
change Bank. 

e) Compensation by Henry D. M. 
Sherrerd, vice president, Fidelity-Phila- 
delphia Trust Co. 

Other subjects to be covered by lec- 
tures are: theory of trust investing, basic 
investment policy, and methods of selec- 
tion. 

The School, which is sponsored by 
the PBA Trust Training School and 
Bucknell University, will be a continu- 
ous educational feature of the Trust Di- 
vision program and will follow a three 
year cycle with different phases of trusi 
department functions covered each year. 
The 1957 School covered trust opera- 
tions. Trust development will be the 
curriculum at the 1959 School. 


_ 





A A A 


Scott, Stephenson Rejoined on 
G.S.B. Trust Faculty 


The 1958 resident session of ‘The 
Graduate School of Banking in June at 
Rutgers will see the reunion of the 
original members of the Trusts faculty 
at the first session in 1935. They are 
Austin W. Scott, professor at the Har- 
vard School of Law, and Gilbert T. 
Stephenson, who was director of Trust 
Research of the G.S.B. before his re- 
tirement in 1951. At that time, Mr. 
Stephenson covered trust adminisira- 
tion; Professor Scott taught trust ‘aw. 
(Professor Scott is still teaching trust 
law; Mr. Stephenson will give two cne- 
hour lectures.) The present Trusts ‘ac- 
ulty includes 13 men. Professor Svott 
has missed only one resident sessior of 
the School since 1935, when he was c- 
turing at Oxford University in Engl:nd. 
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Estate Planning Council 
Activities 

Central Arizona—On March 3 Rich- 
ard Burgess, C.P.A., Phoenix, spoke on 
“Federal Income Tax Implications of 
Business Continuation Agreements.” 

Connecticut—On March 24 the Coun- 
cil joined with the Junior Bar Section of 
the State Bar Association of Connecti- 
cut for the annual Mid-Winter Institute. 
William J. Casey, New York City at- 
torney, spoke in the afternoon on “Crea- 
tion and Preservation of an Estate Under 
Today’s Tax Laws.” The after dinner 
speaker, Thomas G. Meeker, general 
counsel, Securities and Exchange Com- 
mission, discussed “You and the S.E.C.” 

New Haven—On March 10 William 
Winnick, C.L.U., discussed “Installment 
Settlement Options on Life Insurance 
Policies.” Aspects considered included 
comparison with life insurance trusts, in- 
come and estate tax problems, complica- 
tions where the owner is not the insured, 
whether the options are available to 
trustees, and whether they can be used in 
buy-and-sell agreements. 

East Coast, Fla—On March 25 Jewell 
A. Davis, C.P.A., of Jacksonville, spoke 
on “Estate Planning from the Standpoint 
of the C.P.A.” Copies of an estate plan- 
ning problem used by the speaker as the 
basis of his talk were sent to members 
in advance. 


Hawaiti—On February 20 Charles A. 


Gregory, Honolulu attorney, spoke on 


“Estate Problems and Procedures After 
Death.” On March 20 Edward C. 
Hustace, Honolulu estate manager, 
trustee and agent, spoke on “Real Estate 
Appraisals.” 

Indianapolis —On March 20 John 
Houghton and Samuel Fuller discussed 
the Uniform Gifts to Minors Act. 


Baltimore—On March 13 John H. 
lebley, Jr., C.P.A., of Philadelphia, 
spoke on “The Valuation of a Closely 
Held Business Interest.” 

St. Louis—On March 4 Dr. Carl 
Dauten, professor of finance, Washing- 
ton University School of Business and 
Public Administration, presented his 
conclusions about the national economy. 

Deyton—On March 18 John U. Vin- 
son, head of the advanced underwriter 
specialist division for the Northwestern 
Mutal Life Insurance Co. of Milwaukee, 
spok on “Stock Redemption for Death 
Taxes, Expenses, Buy-Outs and Peculiar 
Situ:tions—Avoidance of Tax Dangers 
—R: demption Agreement Clauses.” 

P iladelphia—On March 6 C. Leo 
Sutin, attorney, discussed “Orphans 
Court Problems in The Unplanned Estate 
of Adam MacAdam.” This was the third 
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and last of the series of programs de- 
voted to “Mr. MacAdam’s” estate. Data 
concerning the family and the estate had 
been sent to members prior to the first 
meeting of the series. 

Pittsburgh—On March 17 John M. 
Hines, second vice president, The Equit- 
able Life Assurance Society, spoke on 
“Compensation Plans for the Business 
Executive.” 

Rhode Island—On March 24, William 
Shelmerdine, Jr., Boston attorney, spoke 


on “Gifts Under the 1954 Code.” 


Canada 


Edmonton—At the February meeting 
B. G. Aylen, C.A., spoke on the “Gift 
Tax.” 

Fort William-Port Arthur—The Lake- 
head Estate Planning Council has been 
newly formed for Port Arthur and Fort 
William. The initial membership of 40 
included lawyers, accountants, life under- 
writers and trust officers. H. S. Sigurd- 
son, C.A., was elected president for the 
ensuing year. 

Hamilton—At the February meeting 
A. J. Little, F.C.A., talked on “Estate 
Planning and the Private Corporation.” 

Manitoba—At the February meeting 
Jack W. Griffiths, C.L.U., spoke on “A 
Life Insurance Approach to and Method 
of Estate Planning.” 

Toronto—At the February meeting A. 
J. Little, F.C.A., spoke on “Use of Per- 


sonal Corporation in Estate Planning.” 


A A A 


Successful Employee Relations 
Program 


The Personal Planning Service at Con- 
necticut General Life Insurance Co. has 
proved to be its most successful em- 
ployee-relations program. To understand 
fully the value of company group bene- 
fits employees would need to see how 
these benefits fitted into their own plans 
for the future. Aided by company ex- 
perts, employees were able for the first 
time to relate salary, group insurance, 
social security and pension plan with 
assets like personal savings, a home, and 
existing personal life insurance. A com- 
plete estate plan pointed the way to ful- 
fillment of personal objectives. 

The result has been increased aware- 
ness of benefit values and a greater un- 
derstanding by home office personnel of 
the estate planning work in which the 
company’s agents specialize. During the 
first nine months of 1957, 624 interviews 
were held. Of estate plans completed, 
15% were for company officers, 20% for 
the supervisory level, and 65% for other 
personnel. About 50% of suggested es- 
tate plans result in the purchase of addi- 
tional insurance which is handled under 
a convenient salary allotment plan. 








KEEP YOUR EYE ON 


THE FULTON NATIONAL 


For the second consecutive year, 
over one hundred lawyers located 
in Atlanta and six other Georgia 
cities drew Wills for their clients 
naming the Fulton National as 
Executor and Trustee. In addi- 
tion, many lawyers have recently 
named the Fulton National as 
their executor. 


Let us serve your customers’ fidu- 
ciary needs in the Atlanta area. 





{s TEN LOCATIONS SERVING THE ATLANTA AREA 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
MEMBER FEDERAL RESERVE SYSTEM 


TRUST DEPARTMENT—3RD FLOOR 








Statewide 
fiduciary services 
available for you and 
your customers 


branches throughout Nevada 
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of NEVADA 
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Planning Undervwriter’s Estate 


The tax treatment of the underwriter’s 
renewal commission accounts makes it 
necessary that special attention be given 
tu planning the life underwriter’s estate. 
Henry Blumberg, of the Chicago law 
firm of Blumberg and Smith, told the 
local Chapter of the American Society of 
Chartered Life Underwriters at its meet- 
ing on March 19. 

“Although many insurance companies 
are making available to their agents 
helpful estate planning tools such as the 
spread-out of commissions, and right 
to designate death beneficiaries on the 
renewal accounts, the most important 
vehicle for properly handling the renewal 
commissions after death is through an 
intelligently constructed will,” Mr. Blum- 
berg continued. “This must not be drawn 
blindly in accordance with commonly 
accepted forms so that renewal commis- 
sions might erroneously be made subject 
to the marital deduction, but should be 
drafted to effect the maximum annual in- 
come tax savings available after death to 
the agent’s widow and children, who 
will ultimately be the beneficiaries of the 
renewals which are usually the agent’s 
most important asset. 

“The prime objective in planning the 
underwriter’s estate should be to arrive 
at a plan that will assure a continued 
adequate income after his death for his 
beneficiaries out of his renewal account, 
his individual life insurance, his antici- 
pated social security, any interest he 
may have in a pension plan, and any 
other assets owned by the underwriter 
and his wife. Mistakes in failure to 


properly integrate a sound election of 
spread-out, beneficiary designation and 
election of settlements under life insur- 
ance can be very costly. More important, 
slight mistakes in the drafting of the 


underwriter’s will could result in an 
unnecessary substantial increase in the 
amount of federal estate and income 
taxes.” 


A A A&A 


‘Transfer Agents Discuss 
Current Questions 


At a meeting on March 20, members 
of the New York Stock Transfer As- 
sociation discussed the bill introduced 
in the New York Legislature which 
would affect the time limit and maxi- 
mum penalties of Bonds of Indemnity in 
connection with the replacement of lost 
instruments including stock certificates. 

Among other items of interest to 
corporations and their transfer agents 
which were discussed at the meeting, 
were the status of the “Model” act for 
the simplification of fiduciary transfers; 
the progress in connection with the New 
York Stock Exchange pilot operation for 
“Central Bureau Stock Bookkeeping.” 
Also, a report was given with respect to 
new Federal Stock Transfer Tax legisla- 
tion and the problems presented by se- 
curities registered in the name of volun- 
tary “Investment Clubs.” 

Joseph E. Williams, vice president of 
The Chase Manhattan Bank, and chair- 
man of the Association, made a brief 
report on the reactions to a booklet re- 
cently distributed, entitled “The Need 
for an Independent Registrar.” 
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The Pacific Northwest’s largest 
financial institution makes availa- 
ble to you its wealth of experience 
in administering trusts and estates 


in every part of Washington State. 


SEATTLE - FIRST 
NATIONAL BANK 


Kansas Trust Conference He'd 
The Trust Division of the Kansas 


Bankers Association, in its Conferei.:e 
at Kansas City on March 28, heard is. 
cussions of estate and gift taxes, sta‘u- 
tory danger points, and chemistry in 
economics. 

Following the report of KBA Trust 
Division president Ralph L. Krueger, 
who is vice president and trust officer of 
Johnson County National Bank & Trust 
Co., Prairie Village, Association vice 
president J. O. Wilson spoke on “lo. 
gether We Serve.” Mr. Wilson is presi- 
dent of Kansas State Bank, Wichita. 

“Human Interest in Estate and Gift 
Tax Cases” was presented by J. Lester 
Orr, Kansas City, Mo., supervisor, estate 
and gift taxes, Internal Revenue Service. 
“Five W’s and Rule H of Inheritance 
Tax Filing” was covered by Mrs. Mary 
Lempenaux, chief of the State Inheri- 
tance Division. 

Two vice presidents of Spencer Chem- 
ical Co., John P. Miller and Joe E. 
Culpepper, discussed “Educational Pro- 
grams” and “Chemistry in Farming.” 

At the business President 
Krueger in his report urged greater con- 
sideration be given to the intangibles 
tax problems confronting Kansas fidu- 
ciaries. Thomas C. Hurst, chairman of 
the Will Drafting Committee and trust 
officer of Commercial National Bank, 
Kansas City, reported on his commit- 
tee’s progress toward activating the 
contest in the law schools of University 
of Kansas and Washburn University. 

The Legislative Committee, through 
chairman Herbert W. Hallman, urged 
a number of measures for sponsorship 
by the Trust Division at the 1959 ses- 
sion. They included extension of the 
prudent man rule to guardians upon 
approval of the Probate Court, and 
elimination of the mandatory require- 
ment of a bond for fiduciaries. 

The officers elected for the coming 
year are as follows: President — Bruce 
Hurd, assistant trust officer, First Na- 
tional Bank of Topeka; Vice President 
— H. W. Hill, vice president and trust 
officer, First National Bank in Wichita: 
Secretary — M. S. Ellis, vice president 
and trust officer, Citizens National Bank. 
Emporia. 


session, 


A A A 


@ The first of a series of booklets on a 
preparedness program for emergency 
operations in banking has come from the 
Advisory Committee on Commercial Bank 
Preparedness and the Banking Commit- 
tee on Emergency Operations. 

This booklet deals with “Organiza‘ion 
and Administration of the Program in 
Your Bank.” 
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1957 A Goon TRusT YEAR 


Part III: What Banks Report About Trust Departments 


ROWTH OF ASSETS UNDER ADMINIS- 
iM tration and comment on gross earn- 
ings are the most frequently found fea- 
tures in the trust department section of 
a bank’s annual report. While some are 
content to say that the advances are 
“satisfactory” or “gratifying,” others 
are more informative for shareholders, 
customers and friends of the bank. 

Second Bank-State Street Trust Co.. 
Boston, for example, devotes two pages 
to its trust department, commenting that 
“over one-third of our staff is employed 
by the Trust Division” and that “about 
28°, of the Bank’s gross earnings comes 
from fiduciary commissions and fees.” 
After discussing activities of the Personal 
and Corporate Trust Departments, the 
report presents a statement of the assets 
held as executor and trustee, subdivided 
according to the form of investment. 
The book value of assets administered 
as agent is given separately. 

Fort Worth National Bank likewise 
extends its trust department reporting 
over two pages, presenting the story of 
activity in the Personal and Corporate 
Trust Divisions, the status of its Com- 
mon Trust Fund, and some remarks 
about future development. Color charts 
effectively show the growth rate of gross 
trust assets and gross trust income over 
a six year period, First National Trust 
{ Savings Bank, San Diego, and Fidel- 
ity-Philadelphia Trust Co. are among 
others that give comparative trust fig- 
ures. 


The report of National Commercial 
Bank & Trust Co., Albany, lists the 
amount of Trust Division assets in four 
separate categories—trusts under will 
and agreements; executorships, guard- 
ianships and committeeships; pension, 
profit-sharing and other corporate 
trusiceships; and agency management, 
custodian and other fiduciary accounts. 

The announcement of “continued 
growth” and statement of total assets 
under administration is accompanied by 
a listing of the number of accounts in 
each type of fiduciary service in the 
report of Malden (Mass.) Trust Co. 

Q'ten a report will include obsérva- 
tion. about the philosophy or the 
met ods of trust service, the history of 
the lepartment, or current reasons why 
peo; le are turning to corporate fiduci- 
arie .. The Omaha National Bank, for in- 
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stance says, “It has become evident to 
more and more people that by choosing 
a corporate trustee they are picking their 
successor in family financial planning 
.. . The variety of trust objectives and 
the personal preferences of the people 
for whom we work make standard or 
‘assembly line’ procedures impossible. 
However, there are certain requirements 
common to all estates and trusts: safe 
custodianship of securities, permanent 
and accurate records, periodic and full 
reports to beneficiaries, and careful, 
long-range investment programs, all 
tailored and fitted to the particular needs 
of each situation . . .” 

Boston Safe Deposit & Trust Co., be- 
sides listing the value of trust assets ac- 
cording to the type of asset, points out 
that “Our Company is one of the oldest 
in the trust field in Boston, and, conse- 
quently, has trust accounts terminating 
at a greater rate each year than some 
of the newer trust departments in other 
banks. In spite of this annual run-off, 
we had a net increase in numbers of 
accounts and the book value of trusts 
and estates . . .”. Estate planning and 
the Common Trust Fund are discussed 
and a section is given to philanthropic 
trusts in connection with which it is 
reported: “charities, hospitals, educa- 
tional and religious organizations are 
the recipients of substantial amounts of 
income from a large number of trusts 
created over the years with our Com- 
pany.” 

The trust department section of the 
annual report of Equitable Security 
Trust Co., Wilmington, Del., offers a 
comprehensive statement of the advan- 
tages of a corporate fiduciary: 

“The corporate trustee is not sub- 
ject to the limitations of an _ indi- 
vidual who may die or become physi- 
cally or mentally incapable of doing a 
proper job. Except through a trust 
department like our own, few indi- 
viduals could afford to employ the 
services of investment, tax and busi- 
ness specialists. The work of these 
specialists is reviewed regularly by a 
committee of outstanding business- 
men. The experience and ability of 
the men who compose our trust com- 
mittee, and who meet twice monthly 
to review the conduct of the affairs 
of each trust. illustrate the basically 
superior services of our bank as a 
corporate trustee. 

“In recognition of the value of this 
service, many children of former 


trust donors who live in relatively 
remote areas have established trusts 
with us. Numerous attorneys and life 
underwriters have expressed appre- 
ciation for our cooperation in plan- 
ning estates. We, in turn, are grateful 
for their cooperation, and we are 
particularly indebted to many mem- 
bers of the bar for their careful 
drafting of the documents needed to 
make our estate planning effective. 

“Good investment supervision is 
particularly evident in the two funds 
which we handle for collective invest- 
ment of small trusts. They have a 
value of more than $25,000,000 and 
represent funds of approximately 
1,000 trusts.” 


The combination of efficient manage- 
ment with the understanding personal 
touch which every good trust depart- 
ment seeks to maintain was selected for 
comment in the report of Harvard Trust 
Co., Cambridge, Mass., as follows: 


“The investment of funds and the 
accounting incidental to the main- 
tenance of an investment portfolio 
are no longer simple matters. Tax 
considerations alone require the ap- 
plication of expert knowledge to be 
at all sure of making the right moves 
in the right directions. Our Trust 
Department offers a solution to these 
problems — solutions arrived at by a 
competent and well-trained staff. In 
addition we strive to bring to every 
issue which arises in the administra- 
tion of the accounts entrusted to us 
the personal approach which we be- 
lieve essential to a sound relationship 
between trustee and beneficiary. It is 
our belief that the handling of a 
trust or agency account is something 
more than dealing with cold figures. 
It is the maintenance of a fiduciary 
relationship on the level of under- 
standing and confidence which means 
so much to the individuals who de- 
pend upon us for advice and service.” 


Other factors frequently reported that 
bear on trust operations are the system 
of operating controls, the installation of 
mechanical or electronic equipment, and 
training programs for trust department 
applicants and existing personnel. Less 
frequently, but important as a method 
of portraying the advantages of trust 
services, are the case records (charitable 
institutions or unidentified individuals) 
and quotations from beneficiaries that 
occasionally illuminate trust reporting. 

Tabulation of the year’s activity, 
begun last month (see p. 274), is con- 
tinued here, followed by further quota- 
tions from the reports. 
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TABULATION OF TRUST DATA IN ANNUAL REPORTS 

Ww) 
Code: + = Increase over last year; — = Decrease from last year; * = Record high. se oa 
Figures before + or — represent millions of dollars; figures after + or — represent change from last year in % or millions of dollar- Mant 
Mari 
Gross Personal Trust Living Trusts Estates & Pension & Common First 
Bank Earnings Department Assets & Agencies Will Trusts Profit Sharing Trust Fun Ba k 
ARIZONA Chas 
Phoenix Title & Trust Co, —..__.__ . * $10 + Empi 
CALIFORNIA 
Title Insurance & Trust Co., Los Angeles _. 2.3 + 428 + + + Grae 
Bk. of America, N.T. & S.A., San Francisco + + + 4. Eanes 
Crocker-Anglo Natl. Bank, San Francisco _. a + + Hanc 
Hibernia Bank, San Fancisco — * - f. a + tevin 
Pacific National Bank, San Francisco __... ef 7 Man 
CONNECTICUT a, 
Second National Bank, New Haven + | + .* 
GEORGIA Unit 
Savannah Bank & Trust Co. _ “4 Cent 
Gen 
HAWAII Line 
Cooke Trust Co., Ltd. _... Secu 
ILLINOIS — 
American Natl. Bank & Trust Co., Chicago * Firs 
Chicago Title & Trust Co. _. - + Gad 
Northern Trust Co. —_ + = + t Mea 
INDIANA ate 
Purdue National Bank, Lafayette oo -” 
LOUISIANA vt 
Commercial National Bank, Shreveport _.. + > ~ + Peo 
MAINE Pla 
Depositors Trust Co., Augusta 10 + $.845 + Wa 
MASSACHUSETTS OHIO 
Boston Safe Deposit & Trust Co. + A39 * $12 + + Firs 
National Shawmut Bank, Boston 1.2 + Firs 
Home National Bank, Brockton - 074 * 30% 13 * Pift 
Harvard Trust Co., Cambridge 53 - Firs 
South Shore National Bank, Quincy __.. 25 Cen 
Springfield Safe Deposit & Trust Co. _ 109 + Cle 
Third Natl. Bk. & Tr. Co., Springfield —.. 4 60 ale a. “4 
q at 
MICHIGAN p= «Thi 
Ann Arbor Trust Co. ot ee 42 + Ss Wi 
Genesee Merchants Bk. & Tr. Co., Flint. + e 86Fir 
Union National Bank, Marquette - 5 +. a Fir 
Hackley Union Natl. Bk. & Tr. Co., Ohi 
Muskegon 24 + Sec 
; o 
MISSOURI : = 
City National Bank, Kansas City af a +. + Fir 

First National Bank, Kansas City * ae af oh. 4. 

OK 

NEBRASKA Fi 
Continental National Bank, Lincoln 16 + Lil 
Omaha National Bank _ + + +. Fir 
NEVADA Na 
First National Bank of Nevada, Reno... .3 + 4 4. ORE 
NEW HAMPSHIRE jy 
Concord National Bank ee + at: _ 
NEW JERSEY — 
Camden Trust Co. _.. een 4. Br 
First Camden National Bk. & Tr. Co. + + 12% 3.6 ; Fr; 
Union County Trust Co., Elizabeth —.... + 20 + Fi 
Citizens National Bank, Englewood + Ca 
Peoples Tr. Co. of Bergen Co., Hackensack. + : le 
First National Bank, Jersey ie ee + F To 
Trust Co. of New Jersey, Jersey City _. a + iG , 
Montclair National Bank & Trust Co. _. 78 + : Fe 
eneintomelh 4 feb GO. + 25% + 15% r, 
Fidelity Union Trust Co., Newark —_ ° + + 7 0; 
Howard Savings Institution, Newark —_. + +4 Fi 
National Newark & Essex Banking Co. ___ + ao + + Fj 
National State Bank, Newark _...... + * C; 
County Bank & Trust Co., Paterson 34+ 4. L; 
First National Bank & Trust Co., Paterson. 4 P, 
Trust Co. of Paterson * 25% ™ e. 
Plainfield Trust Co. _. : . 5. * C. 
Princeton Bank & Trust Co. | 129 * 40 + F 
Citizens First Natl. Bk. & Tr. Co., ~ Ridgewood i ss - . Vl 
Summit Trust Co. : + p 
Trenton Banking Co. ats + + + U 

Hudson Trust Co., Union City CE Seen + + / 
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Gross Personal Trust Living Trusts Estates & Pension & Common 
Bank Earnings Department Assets & Agencies Will Trusts Profit Sharing Trust Fund 
NEV YORK 
Liberty Bank, Buffalo ___ Rs peel A. 
Menufacturers & Traders Trust Co. Buffalo + 
Merine Midland Corporation, Buffalo —___.. 4. + 4 
First Westchester Natl. Bank, New Rochelle + . 
Bankers Trust Co., New York —........ 4.5 * * Ae af. 4. 
Chase Manhattan Bank, New York _ + + 
Empire Trust Co., New York __. * + 4. 
Fiduciary Trust Co., New York __. 4. 4 
City Bank Farmers Trust Co., New York - + + + + 
Grace National Bank, New York * * 
Guaranty Trust Co., New York 4. Ae “A. + 
Hanover Bank, New York + 
Irving Trust Co., New a + + + 
Manufacturers Trust Co., New York - + + 
Marine Midland Trust Co., New York - + + + 
J. P. Morgan & Co., Inc., New York . + + 
New Work .demst: Ao. oo + + | + 
United States Trust Co., New York . + + 
Central Trust Co., Rochester : BS + + + + 
Genesee Valley Union Tr. Co., Rochester __. + + 4. +4. 
Lincoln Rochester Trust Co, 376 + 
Security Trust Co., Rochester - oe 225 + 
First Trust & Deposit Co., Syracuse : +. af. f 4 
Merchants Natl. Bk. & Tr. Co., Syracuse _. + +- 
First Bank & Trust Co., Utica 68 * fe 
Oneida Natl. Bk. & Tr. Co., Utica — 54 + 4. 
Meadow Brook Natl. Bk., West Hempstead ‘3 ne af. 
County Trust Co., White Plains - * . 
National Bank of Westchester __ + ” 4 -f. 
NORTH CAROLINA 
American Commercial Bank, Charlotte ” 
Peoples Bank & Trust Co., Rocky Mount - 13 + 
Planters Natl. Bk. & Tr. Co., Rocky Mount ~ 8.6 * 
Wachovia Bank & Trust Co., Winston-Salem lag 
OHIO 
First National Bank, Akron . . -* 
First National Bank, Canton : + + 
Fifth Third Union Trust Co., Cincinnati - ” 
First National Bank, Cincinnati + Ae 4} 
Central National Bank, Cleveland * + 
Cleveland Trust Co. + 4. 
National City Bank, Cleveland : + ” of. 4. 
City National Bank & Trust Co.. Columbus + 8% 
Third National Bank & Trust Co., Dayton . 
© Winters National Bank & Trust Co., Dayton + 
' First National Bank & Trust Co., Lima - 12+ + -. 
> First National Bank, Mansfield . a * + 
Ohio Citizens Trust Co., Toledo + * 
Second National Bank, Warren . 13 + 
Dollar Savings & Trust Co., Youngstown 55 + 
Union National Bank, Youngstown + +- 
First Trust & Savings Bank, Zanesville 6 
OKLAHOMA 
First Natl. Bk. & Tr. Co., Oklahoma City - + 1. 
Liberty Natl. Bk. & Tr. Co., Oklahoma City 144 + 
First National Bank & Trust Co., Tulsa + 307 * 16% 
National Bank of Tulsa ° a: 
OREGON 
First National Bank, Portland - : + + + 4. of. 
United States National Bank, Portland _. + + -j. -. + 
PENNSYLVANIA 
Lehigh Valley Trust Co., Allentown 18.4 + 
tivyn Mawr Trust Co. * 33% 16.5 * 
First National Bank, Erie nc! ee 36 +- 
Fir-t National Bank, Gre ensburg sue 9.3 — de 
$ Capital Bank & Trust Co., Harrisburg ” 15.3 + 
© Jenkintown Bank & Trust Co. 12.4 + 
Johastown Bank & Trust Co. __. Rawts 5.6 + 
© Conestoga National Bank, Lancaster __ 17 + 
» Farmers Bank & Trust Co., Lancaster 15 + 
; Fulton National Bank, Lancaster 26 + |. of. + 
Oil City National Bank ane 39 + 
Fic -lity-Philadelphia Trust Co, — : * 7% 1,400 + + 
Fir-t Pennsylvania Bk. & Tr. Co., Phila. _. * 8.5% 2,000 * + 4. 
Girard Trust Corn Exchange Bk., Phila. _. a 1,700 * + + of. 
Lil erty Real Estate Bk. & Tr. Co., Phila. _. — / 
Pr vident Tradesmens Bk. & Tr. Co., Phila. — 1,000 * 
Se ond National Bank, Philadelphia + 30% 
Co omonwealth Trust Co., Pittsburgh — 130 + 
Fi clity Trust Co., Pittsburgh — ae 468 * 
M-lon National Bk. & Tr. Co., Pittsburgh - + * * * * 
Pe ples First Natl. Bk. & Tr. Co., Pittsburgh ai. + 
Ur on National Bank, Pittsburgh ——... . 
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COMMENTS ON TRUST DEPARTMENT 
GROWTH FROM ANNUAL REPORTS 


Our most spectacular growth occurred 
in our trust department ... Assets well 
in excess of $100 million . . . Personal 
trust assets increased $10 million in six 
months . . . Administering over 60 re- 
tirement trusts... 

Phoenix (Ariz.) Title & Trust Co. 


Steady gain gross revenues 
$2,331,396 compared with $2,153,570 in 
1956... Net gain of 33 accounts . 
Year-end assets as trustee and agent 
$428,032,368 . . . Common Trust Fund 
$5,872,611 (up $772,000) with 275 par- 
ticipating trusts (up 35) Estab- 
lished an Investment Trust for Em- 
ployees Benefit Plans... 

Title Insurance & Trust Co., 
Los Angeles 

The Trust Department’s varied activi- 
ties are making an ever-increasing con- 
tribution to profits. During the past 10 
years volume has grown more than 300% 

. an increasing number of wills filed 

. . Increasing number of living trust 
and investment management accounts 
. .. Established a Small Trust Program 
($5,000 up) (which trusts) can partici- 
pate in Diversified Common Trust Fund 
Investment Fund for Retirement 
Plans has been divided into two parts 
(for fixed income and equity invest- 
ments) ... 

Bank of America N.T.&S.A.., 
San Francisco 


ee 


Best year Increase in estates, 
agency accounts, profit-sharing plans 
and wills on file . . . Department acts 
as transfer agent for the bank’s stock 
and trustee of its pension plan... 

Hibernia Bank, San Francisco 


New highs in total assets . . . Num- 
ber of accounts showed a net increase 
of 2% and dollar volume increase of 
16% Earnings increased substan- 


Trust Department 6.4% 








Sources of operating earnings at Union 
Trust Co. of District of Columbia. 


tially in both personal and corporate 
trust divisions, net increase being 14%. 
Pacific National Bank, San Francisco 


Another good year ... 47 new ac- 
counts (estimated dollar value in excess 
of $5,000,000 . . . Number of active ac- 
counts (Dec. 31) was 411... Continued 
growth of pension and profit-sharing 
plans. 

Second National Bank, 
New Haven, Conn. 


27 new accounts received with total 
asset value of $2,850,000... 
Savannah (Ga.) Bank & Trust Co. 


Activities have shown a greater in- 
crease in both volume and revenues than 
in any prior year... 

American National Bank & Trust Co., 
Chicago 


Trust business advanced over the vol- 
ume of 1956... more active new trusts 
increased number of nominations 

as executor and trustee in wills 
Common Trust Fund has continued to 
be an acceptable method of obtaining 
broad diversification of investments for 

moderate accounts . 

Chicago Title & Trust Co. 


Highly gratifying increase in amount 
of business . . . increasing number of 
estates, living trusts, and investment 
management accounts ... Increasing use 
of services as trustee and investment ad- 
visor to pension and profit-sharing funds. 

Northern Trust Co., Chicago 


More than threefold growth in trust 
assets in last five years... 
Purdue National Bank, Lafayette, Ind. 


Assets continue to increase ... many 
customers using investment management 
and executor services . . . Secured em- 
ployee pension plans of four large cus- 
tomers Conducted fifth Finance 
Forum... 

Commercial National Bank, 
Shreveport, La. 


Book value of funds $10,367,883) in- 
creased $884,828 over previous year. . 
Intensive advertising directed at indi- 
viduals and their lawyers . . . Assistance 
of directors and officers main source of 
new business .. . Common Trust Fund 
has grown... 

Depositors Trust Co., Augusta, Me. 


There has been an ever-increasing use 
of the many services of our expanding 
and well-equipped Trust Department... 

Canal National Bank, Portland, Me. 


. Ever increasing number of new 
trusts, agencies, executorships, pension 
and profit-sharing trusts and other fidu- 
ciary accounts . . . Equitable now has 
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American National Bank & Trust Co. 
Chicago 


available a thirty-minute film dramatiza. 
tion entitled “So Little for Eve”... 
Net earnings were quite satisfactory 
principally because of an increase of 
approximately 17% in gross earnings . .., 
Equitable Trust Co., Baltimoy 
A year of substantial growth and 
gratifying results. Both the Corporate 
Trust Division and the Personal Trust 
Division showed marked progress in the 
acquisition of new business. 
Fidelity-Baltimore National Bank 


. A very profitable year again... 
sound and steady growth .. . Earnings 
were higher than in any previous year. 

Our Trust Department continues to 
show substantial growth... 
Maryland Trust Co., Baltimor 


New accounts — testamentary trusts. 
trusts under deeds, agency accounts, 
administration of estates, ete. — and 
additions to accounts previously opened, 
resulted in a net increase of trust as- 
sets amounting to about $38,000,000... 
New pension, profit-sharing and other 
forms of employee benefit plans continue 
to add to our trust business... 

Mercantile-Safe Deposit & Trust Co., 
Baltimor 


The growth of our Trust Department 
has been gratifying. 

Union Trust Co. of Maryland, 

Baltimore 


Change in interest rates did not have 
any substantial effect on Trust Depart- 
ment earnings ... Higher bond yields 
made it possible to reduce common stocks 
in accounts where we considered propor- 
tion of equities to be excessive and at 
the same time maintain or slightly in- 
crease income . Increasing number 
of people seeking assistance for their 
investments, property and estates... 
Net increase in numbers of accounts and 
book value of trusts and estates reached 
a new high of $439,147,000 (an increase 
of $12,307,000) . . . Custodian accounts 
increased although many accounts were 
transferred to trusts or estates 
Estate Planning Division continued to 
show highly satisfactory results 
New business reached a new high both 
in dollar volume and number of estate 
plans processed. A substantial portion 
of new accounts continued to come on 
the recommendation of attorneys and life 
insurance underwriters Common 
Trust Fund “A” completed its 12th \ear 
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} and agency accounts. 
5 of these 





(has grown from $914,740 to $47,600,- 
000) . . . Charities, hospitals, educational 
and religious organizations are the re- 
cipients of substantial amounts of in- 
come from a large number of trusts 
created over the years with our Com- 
pany .-- 
Boston Safe Deposit & Trust Co. 
Substantial growth, in particular the 
increase in pension trust accounts . 
Assets held under court appointments 
and trust agreements were $924,567,000 
and agency assets amounted to $1,129,- 
981,000, the total being $2,054,548,000 — 
the first time in our history the total 
of these two assets passed the two bil- 
lion mark, 
First National Bank and Old 
Colony Trust Co., Boston 
Assets of approximately $330,000,000 
in our Personal Trust Division, which 
includes agency and custodian accounts 
as well as fiduciary appointments, com- 
pare with $285,000,000 the year before, 
including Day Trust accounts, an in- 
crease of $45,000,000. 
Merchants National Bank, Boston 


An increased volume of business in 
our trust department produced higher 
net revenue . . . Growth in all phases 
of trust business Gross revenues 
$1,168,300 (up $166,000, increase of 40% 
in two years) More shareholders 
utilizing trust services . . . Significant 
number of shareholders and depositors 
using Estate Planning services ... 

National Shawmut Bank, Boston 


Continued increase in the use of our 
services, and in the number as 
well as book values of our trusts, estates 
Total book value 
accounts amounted to $381,- 
152,000. Trusts and estates made up 
$296,762,000 of this total and agencies 
accounted for the balance of $84,390,000. 
The Investment accounts for which we 
act in a consulting capacity also moved 
ahead, have a present market value well 
over $100,000,000 . .. The Common Trust 
Fund established in 1948 has proved to 
be a very satisfactory vehicle . . . the 
fee for participating trusts has been 


established at a lower rate than for 
trusts of similar size invested separately. 
The investment record has been good 
and the income return thoroughly satis- 
factory. In spite of the recent substan- 
tial decline in the bond and stock mar- 
kets, the value of the units of partici- 
pation declined only about 7% in the 
Fund’s fiscal year ended October 31, and 


the income was unchanged from the 
previous year. 
New England Trust Co., Boston 


The number of individuals using the 
trust department showed a_ good _in- 
crease over the preceding year ...A 
Common Trust Fund was established . . 

Rockland-Atlas National Bank, Boston 


The substantial proportion of income 
produced by the Trust Division repre- 
sents an element of diversification of 
earnings not subject to the fluctuation of 
interest rates ... Over one-third of our 
staff is employed by the Trust Division 

. The Personal Trust and Corporate 


Trust-Transfer Departments of this 
Division continue to show vigorous 
growth and about 28% of the bank’s 


gross earnings come from fiduciary com- 
missions and fees . Total property 
under our investment management 
showed a net increase of over 6%. The 
book value of these funds now exceeds 
$550,000,000 (Trustee $353,322,801; Ex- 
ecutor and Administrator $18,279,229; 
investment Agent in excess of $178,- 

000,000). 
Second Bank-State Street Trust Co., 
Boston 


An exceptionally good year. Gross 
earnings increased to $74,139, up almost 
30% ... Assets were $12,795,073 com- 
pared with $12,547,462 the previous 
year 

Home National Bank, Brockton 


As trustee, executor, administrator, 
etc. $7,349,462; as agent or custodian 
$9,256,021 .. . The Common Trust Fund, 
established in 1954, showed book assets 
of $399,017 compared with $309,647 at 


the preceding year-end. 


Cambridge (Mass.) Trust Co. 
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Book value of assets increased from 
$47 million to $53 million . . . Common 
Trust Fund created two years ago has 
book value of $2,082,012 representing 84 
accounts Trust Department ac- 
counts: As Trustee, Guardian, etc. 
$33,860,812 (compared with $29,810,498 
a year ago); As Executor and Admin- 
istrator $2,051,207 (compared with 
$1,881,325) ; Agency accounts $17,585,071 
(compared with $15,455,370) 

Harvard Trust Co., Cambridge 


Continued growth ... Total book value 
of assets under administration was 
$14,001,046, an all-time high ... Cor- 
porate trust and transfer divisions also 
increased . 

Union National Bank, Lowell 
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“WHY DELAWARE?” Tax and trust 
laws of the State of Delaware 
facilitate the accumulation, man- 
agement and conservation of 
property by corporations and 
non-residents. Write for “Why 
Delaware?” our new booklet sum- 
marizing these benefits. 


WILMINGTON 
Trust Company 


Wilmington, Delaware 


... $ 28,234,518 
. . - $285,377,738 


Capital Funds . 
Total Assets 
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Trust department resources: Bonds 
and Stocks $18,634,841; Loans on Real 
Estate $117,153; Other Loans $62,059; 
Deposits in Banks $868,532; Real Estate 
and Other Assets $595,264; total $20,- 
277,849. Additional in Agency accounts 
$918,920. 

Newton-Waltham (Mass.) 
Bank & Trust Co. 


Continued development . . . Number 
of appointments under wills and as trus- 
tee under agreement has increased .. . 
Agency accounts with investment as- 
sistance are in growing demand... 

Pittsfield (Mass.) National Bank 


On trust accounts $41,146,884; as ex- 
ecutor, administrator, etc. $1,277,959; 
in agency accounts $65,968,259 ... 

Springfield (Mass.) Safe Deposit 
& Trust Co. 


Greatest annual growth ... 68 new 
accounts with total market value of 
$12,500,000 . . . 12 new agencies with 
total market value of $2,300,000 
Total accounts now 541 with market 
value in excess of $60,000,000 ... 15 
new insurance trusts with policies total- 
ing $1,336,000 Many trusts will 
benefit from “pour-over” provisions in 
donors’ wills ... 

Third National Bank & Trust Co., 
Spring field 


The expanded, combined trust depart- 
ment is one of the best equipped and 
well-rounded in the State ... (Union 
Trust Co. and Springfield National Bank 
merged as of Jan. 17, 1958) ... As 
trustee, executor, administrator, ete. 
$37,107,102; as Agent $9,411,658 ... 

Valley Bank & Trust Co., 
Spring field 


. for the first time 
assets under administration exceeded 
$25,000,000 it was necessary to 
move to more spacious quarters on the 
third floor of the main office... 
South Shore National Bank, 


Quincy 


Rapid growth . . 


Continued steady growth ... we are 
now acting in some fiduciary capacity 
for over 1,300 individuals and corpora- 
tions. Our $6,000,000 Common Trust 
Fund, in which 272 trusts now partici- 
pate, has become an indispensable part 
of our trust services ... All our trust 
department account records were con- 
verted to our tabulating equipment and 
the statements are now prepared by these 
IBM machines . .. Trust and executor 
accounts $65,583,544; Other liabilities 
$2,500; total liabilities $65,586,044. Not 
included in these figures is in excess of 
$47,000,000 in our Agency Division. 

Worcester (Mass.) County Trust Co. 


Healthy increase ... Gratifying num- 
ber of new trust accounts and wills filed 
. . . Large number of new living trusts 





established authorizing investment in 
Trust A Fund (now has more than :)00 
accounts participating) . . . Additicnal 
pension and profit sharing trusts. . 
Ann Arbor Trust Co., M ich. 


Progress and growth . . . Volume of 
business and income both showed sai‘j 
factory increases . .. Larger quar’ ers 
and up-to-date mechanical equipment 
have improved the facilities of the Stock 
Transfer Division... 

Detroit Bank & Trust Co, 


Progress and growth Personal 
Trust Division record new highs in al 
branches of activity. Living trusts and 
Common Trust Fund completed its fourth 
year... is serving a growing numbe 
of accounts . 

Manufacturers National Bank, Detroit 


m 
7 


Assets exceed 1956 by more than 12% 

. reflecting additions to personal trust 

and agency accounts, pension, profit- 

sharing, and supplementary unemploy- 
ment benefit funds . 

National Bank of Detroit 


Very satisfactory growth... Activity 
greater than in any previous year... 
Genesee Merchants Bank & Trust Co., 
Flint 
Experienced steadily increased demand 
for services ... Through close coopera- 
tion with attorneys, life underwriters 
and accountants estate planning has in- 
creased the number of will appointments 
and trust agreements . . . Usefulness of 
the Common Trust Fund continues to be 
clearly demonstrated .. . 
Old Kent Bank & Michigan Trust Co., 
Grand Rapids 


Fixed income and equities funds fo1 
pension and profit sharing trusts were 
initiated . Gross income was 9.5% 
above last year’s record high... 

City Bank & Trust Co., Jackson 


Assets and operating income again ex- 
ceeded previous record totals .. . Our 
Common Trust Fund — first in Michi- 
gan and the only one in Kalamazoo and 
Southwestern Michigan — offers greater 
diversification with increased income... 

First National Bank & Trust Co., 
Kalamazoo 


Increased both assets and customers 

. Assets now $4,923,490 .. . Have 

processed our 364th trust account... 

Residents of 5 Upper Peninsula counties 
appear on the list . 

Union National Bunk, 

Marquette, Mich. 


More new estates, living trusts, in- 
vestment agencies, and estate plans tian 
in any previous year Operating 
earnings exceeded any prior year, °nd 
it is anticipated that the rapid growth 
of this department during the past 
decade will continue in the years ahvad. 

Northwestern National B nk, 
Minneapolis 
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The Personal and Corporate Trust 
Divisions shared equally in the continued 
progress of this department... 

American National Bank, St. Paul 


Trust assets increased $2.329,399 ... 
Gross earnings were well above last 
year . - . A Common Trust Fund was 
established and 54 trusts have been taken 
into it... A Commingled Trust Fund 
for pension and profit sharing trusts 
was also established (though not yet 
operative at the year end) ... 

First National Bank, Jackson, Miss. 


Moved forward vigorously . . . Many 
new pension and profit sharing trusts 
.,. More registrar, transfer agent, pay- 
ing agent and trustee appointments than 
ever before . . . Many new wills and 
trust agreements Trust Depart- 
ment’s growth in last 5 years has been 
so rapid that new and larger quarters 
were necessary and new equipment of 
the latest automatic type has been in- 
stalled Department handled the 
closing of a twenty million dollar trans- 
action... 

City National Bank & Trust Co., 
Kansas City, Mo. 


New business exceeded any previous 
year by a very substantial amount. 
Earnings, both gross and net, topped all 
prior years ... While our trust activities 
produced satisfactory profits, the cost 
of personal trust services is really very 
moderate. It is not feasible to set out 
those fees in detail in this report; how- 
ever, a general idea of their cost may 
be of interest. The annual cost of carry- 
ing out the provisions of a trust and 
managing the assets in most instances 
will be between .4 and .5 of 1% of the 
value of the trust assets. The fee which 
we receive as executor or co-executor 
under a will is established by the probate 
law of the State and varies with the 
size of the estate. The fee is 5% on the 
first $5,000 and grades down to 2% on 
amounts over $1,000,000. The executor’s 
commission on an estate of $500,000 
averages 2.81%. The court has authority 
to increase these rates under certain con- 
ditions, but we know of no instances 
where this has occurred .. . 

Commerce Trust Co., Kansas City, Mo. 


Net increase in assets . . . New busi- 
hess exceeded $15,000,000 . . . Income 
the largest in department history . 
Gratifying increase in living trusts and 
trusts under wills . . . Several substan- 
tial pension and profit-sharing trusts 
addec . . . New future business particu- 
larly gratifying (wills, life insurance 
trusts, and other agreements) 

Trus: volume too large for National 
Bank Examiner to check all securities 
80 responsible people outside the bank 
tecorcile and verify all securities (in 
addition to bank’s own auditor) .. . 
First National Bank, Kansas City, Mo. 
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The Trust Department operates profit- 
ably and enjoys a steady growth... 
Union National Bank, 

Kansas City, Mo. 


Continued to grow at a very satisfac- 
tory rate. New personal trusts, estates 
and agencies totaled many millions of 
dollars . . . New corporate trusteeships, 
paying agencies and pension and profit- 
sharing trusts . . . worked closely with 
attorneys ... expect the volume to show 
continued increases in the years to come. 

Boatmen’s National Bank, St. Louis 

A successful year for new business and 
income . .. Probate Division particularly 
busy ... The first year of our Collective 
Investment Funds showed very satis- 
factory results. Two funds (fixed income 
and common stock) are for the exclusive 
use of approved pension and profit-shar- 
ing trusts for corporations .. . 

Mercantile Trust Co., St. Louis 


Earnings reached a new high : 
Assets in excess of $16,000,000 ... Will 
appointments increase each year... 

Continental National Bank, 
Lincoln, Neb. 


Steady increase in the use of the De- 
partment . .. It has become evident to 
more and more people that by choosing 
a corporate trustee they are picking 
their successor in family financial plan- 
ning ... The variety of trust objectives 
and the personal preferences of the peo- 
ple for whom we work make standard or 
“assembly line” procedures impossible. 
However, there are certain requirements 
common to all estates and trusts: safe 
custodianship of securities, permanent 
and accurate records, periodic and full 
reports to beneficiaries, and careful, 
long-range investment programs, all 
tailored and fitted to the particular needs 
of each situation . 

Omaha National Bank, Neb. 


Profitable trust operation ... 225 new 
wills with a value in excess of $30,000,- 
000 . . . Other new appointments totaled 
more than $18,800,000 . . . Trust offices 
now in both Reno and Las Vegas... 

First National Bank of Nevada, Reno 


Satisfactory gains ... Trust Depart- 
ment becoming increasingly popular. . 
Net gain of 9 accounts... 

Concord (N. H.) National Bank 


A feature of Trust Department Ac- 
tivities was the growth of pension and 
profit sharing trusts... 

Camden (N. J.) Trust Co. 


Another increase . .. trust assets 12% 
over 1956... Income also increased... 
Common Trust Funds now total $3,579,- 
aae 2 sk 

First Camden (N. J.) National Bank 
& Trust Co. 


Shared in over-all growth of bank... 
Designated under many additional wills. 
Citizens National Bank, 

Englewood, N. J. 
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Excellent growth... 
211 new will appoint- 
ments making a total 
of 2,042 in which the 











Depet Hola 


Illustration in report of First National Bank of Nevada. 








bank is now named 
. The book value 
of assets ($78,283,- 
687) is greatly ex- 
ceeded by current 
market values. . 
Montclair (N. J.) 
National Bank & 
Trust Co. 








With new corporate appointments, the 
Trust Department became one of the 
largest corporate trust and agency opera- 
tions in New Jersey. Some idea of the 
volume of work handled by this depart- 
ment in 1957 is refiected in the following 
figures: 

Certificates issued as Transfer 


Agent and/or Registrar - 703,000 
Stockholder Ledger Accounts 

Maintained - 280,000 
Stockholder Ledger Postings 560,000 
Stockholder Mailings 826,000 
Assets held in Trust and 

Agency Accounts $745,000,000 
Approximate Value of Secur- 

ity Receipts and Deliveries 

for Customers $226,000,000 


First National Bank, Jersey City 


Trust Department is among the larg- 
est of suburban banks in the nation . 
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Assets increased 15% over 1956, with 
512 trust accounts, make the Department 
the largest in Morris County ... Earn- 
ings exceeded best previous year (1955) 
by about 25% 

Morristown (N. J.) Trust Co. 


Another successful year . . . Number 
of accounts and value of assets reached 
an all-time high .. . Many new accounts 
including estates, trusts, custodian and 
investment review, and employee pension 
funds... . 


Fidelity Union Trust Co., Newark 


Total of 5,550 will appointments (net 
gain 34) ... 907 active accounts (748 
as executor, administrator, trustee or 
guardian, 159 as escrow or investment 
agent, custodian, or for pension and 
welfare plans) representing a net gain 
of 65 accounts . . . Established a Dis- 
cretionary Common Trust Fund... 

Howard Savings Institution, 
Newark 


Operations in the field of employee 
benefit programs is a growing phase... 
Gross earnings reflected increased activ- 
ity ... Gratifying results from growing 
use of estate planning services ...A 
Legal Common Trust Fund approved by 
the Board of Directors... 

National Newark & Essex Banking Co. 


Solid growth . . . Additional business 
and will appointments reached new high 
levels . . . Continued gains are antici- 
pated ... 


National State Bank, Newark 








In. ten years increased from $17 -;>jj- 
lion to. $34 million and from 186 ¢. 
counts to 385 . 

County Bank & Trust ° 6 
Pate: :on 


Assets the largest in the bank’s | jis. 
tory ... Gross earnings reached a ;: ew 
high, exceeding last year’s by 25% . 

First National Bank & Trust ‘o,. 
Pate son 


Book value of assets reached the recurd 
figure of $52,000,000 . . . Net earnings 
reached an all-time high .. . Expansion 
of Trust Department facilities and per. 
sonnel has been given top priority for 
1958, will provide much-needed servic 
to many more families and contribute 
significantly to future earnings . 

Plainfield (N. J.) Trust Co, 


Increased earnings and volume of new 
business. Commissions and fees at new 
high of $128,796 (average for preceding 
5 years is $104,522 . . . The book value 
of assets (exclusive of corporate trusts) 
increased from $27,956,101 to $31,664,167 
(Market value in excess of $40,000,000 
. . . 30 new accounts brought total to 
277 .. . Income collected for accounts 
exceeded $1,900,000 . Income from 
Diversified Trust Fund was at an all 
time high with a yield of 4.5% on aver-. 
age market value during the year and 
5.6% on average cost of securities ... 

Princeton (N. J.) Bank & Trust Co. 


New estates, trusts and agency ac- 
counts exceeded the figures of any 
previous year. Volume of business and 
gross income reached an all-time high. 
Citizens First National Bank & 

Trust Co., Ridgewood, N. J. 


Greater number of accounts . . . in- 
creasing number of pension and profit- 
sharing plans . . . Advisory Custodian 
service more popular . Estate Plan- 
ning the most important service the bank 
has to offer ... An element frequently 
misunderstood and often the most de- 
structive to an orderly estate plan is 
the indiscriminate use of joint ownership 


When You Need a Fiduciary 
in Washington State... 


Trust Department 


NATIONAL BANK OF COMMERCE 
OF SEATTLE 
BRANCHES THROUGH WASHINGTON x One of the oldest and larvest 


Member Federal Deposit Insurance Corporation 


Trust Departments in th 
Pacific Northwest. 


2nd Avenue at Spring St. Se ‘tle 
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bet een husband and wife. A most dra- 
matic example is that the individual 
with a family who leaves an estate of 
$200,000 owned jointly with his wife 
takes away from his children approxi- 
mately $30,000 which otherwise could 
have been saved without depriving his 
wife of any economic benefits. 

Trenton (N. J.) Banking Co. 


Volume of business continues to grow 
. sizeable number of estate appoint- 
ments as well as trusteeships under liv- 
ing trusts and pension and profit shar- 
ing trusts were received . . . Consider- 
able interest in custodian services and 
management agency accounts. . 
Hudson Trust Co., Union City, N. J. 


This department is being utilized by a 
growing number of individuals and cor- 
porations ... 

Liberty Bank, Buffalo 


Established Pooled Investment Trust 
for qualified employee benefit trusts with 
Fixed Income and Equity Funds 

Manufacturers & Traders Trust Co., 
Buffalo 


Steady growth of trust and investment 
management accounts in the banks. . 
Collective pension trust funds _ estab- 
lished by the New York City and Buffalo 
banks are open to participation by pen- 
sion account customers of the other 
Marine Midland banks. . 

Marine Midland Corporation, Buffalo 


The number of estates we commenced 
administering during 1957 was the larg- 
est in the department’s history ... 

First Westchester National Bank, 
New Rochelle, N. Y. 


Achieved larger volume and income in 
all types of activity a growing 
source of income over the years and 1957 
was the most profitable year . . . Added 
amount of business as corporate agent, 
registrar and trustee Volume of 
personal trust and estate business ad- 
vanced . . . investment advisory service, 
which has been expanding rapidly in re- 
cent years, also moved to high ground... 

Bankers Trust Co., New York 
Activity of each major division (in- 
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Lincoln Rochester (N. Y.) Trust Co. 





cluding Fiduciary) attained the highest 
level on record... 

Chemical Corn Exchange Bank, 

New York 


Gratifying increase in all Divisions 
. total fees and commissions larger 
than any previous year ... Large in- 
crease in Pension and Profit Sharing 
Division and expect this type of busi- 
ness to continue to grow Discre- 
tionary Common Trust Fund completed 
its fifth year with a satisfactory record 
We believe the Fund has fully 
demonstrated its value as an investment 
medium for moderate sized accounts. 
Empire Trust Co., New York 
Substantial increases both through 
new accounts and additions to existing 
accounts The market for living 
trusts, estate administration, investment 
management and custodian is broadening 
steadily . . . Increase in the number of 
new estates administered and in their 
dollar value . Investment Advisory 
Service continued to show satisfactory 


growth ... Volume and earnings of the 
Corporate Trust Division increased ... 
Pension business expanded... 

City Bank Farmers Trust Co., 

New York 

Gross revenues on a greater volume of 
business reached an all-time high . . 

more than double those realized in 1953 

. .. Complete mechanization has enabled 
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“TDELITY TRUST COMPANY 


Main Office: 414 Wood Street + Pittsburgh, Pennsylvania 





years of 
specialized experience 
as executor and trustee 





us to speed up our services to our cus- 
tomers and to continue to handle on a 
highly personal basis the requirements of 
our accounts... 

Grace National Bank, New York 


Active and profitable year . . . Two 
Common Trust Funds continue to serve 
many trusts of modest size . . . Compen- 
sation increase authorized by the Legis- 
lature has been moderately helpful in 
increasing earnings Investment 
Service Accounts represent an important 
part of total funds under supervision 

. . Growth of Pension Trust Depart- 
ment continues ... Customer acceptance 
of two Commingled Funds for employee- 
benefit trust funds has more than justi- 
fied their establishment ... 

Guaranty Trust Co., New York 


Activities at peak levels . . . Rapid 
growth in Advisory Custodian business 
. .. Pension and profit sharing business 
registered a substantial increase 
Impressive number of will appointments 
. .. Corporate trust and agency business 
in excess of any preceding year .. 

Irving Trust Co., New York 


Growth of pension and profit-sharing 
trusts feature our activities . The 
increase in. statutory commissions al- 
lowed trustees was increasingly applied, 
increased fees on testamentary and vol- 
untary trusts about 15% ... 

Manufacturers Trust Co., New York 
(To be continued) 
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Canada -Wide 


Trust Service 











A staff fully experienced in 
ancillary administration is at 
your service. 


With offices and agencies 
across Canada we provide 
quick action based on a 
thorough knowledge of local 


conditions. 


GUARANTY 
TRUST 


Company of Canada 


Head Office — Toronto, Ontario 


Montreal Ottawa Windsor 
Niagara Falls Sudbury 
Sault Ste. Marie Fort William 
Port Arthur Calgary Vancouver 


AGENCIES: 


Halifax Fredericton North Bay 
Winnipeg Regina 
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Trusteeship Around the World: 9 


TRUST BUSINESS IN IRELAND 


GEORGE G. L. WYNNE 


Trustee Manager, The Royal Bank of Ireland, Ltd.; Dublin, Ireland 


LL NINE OF THE PUBLIC BANKING 
A companies” operating in the Repub- 
lic of Ireland had taken powers to act 
as Executor or Trustee by the late 
1920’s. Among them they have approxi- 
mately 500 Branches in the Republic. 

The Bodies Corporate (Executors and 
Administrators) Act in 1928 provided 
that a Corporate Body could be granted 
representation by the Court in its Corpo- 
rate name, either solely or jointly with 
others, and defined a body corporate for 
the purposes of that Act as having a 
capital of not less than £50,000 of which 
not less than £20,000 shall have been 
paid up in cash. In the United Kingdom 
legislation had been passed in 1925 de- 
fining a “Trust Corporation” and simi- 
larly prescribing minimum Capital re- 
quirements. 

There has been a continual growth in 
the business coming to the Banks in 
these fiduciary capacities since that 
time; but no information has been pub- 
lished in Ireland on the subject of its 
growth and the financial result to the 
Banks. It is legitimate to deduce, how- 
ever, from the growth in the Staffs of 
the Trustee Departments and the increas- 
ing office accommodation required, this 
business has grown by perhaps as much 
as ten-fold over the past twenty years. 
In the judgment of the writer the rate 
at which new executorships are coming 
into operation has not yet caught up 
with the rate of new appointments as 
Executor which have not yet become 
operative, but the gap is narrowing. 

In the earlier years the legal profes- 
sion did not welcome the invasion of 
this field by the Banks and that guarded 
reception is still noticeable in some quar- 
ters, although the younger men in many 
cases appear to favor the appointment of 
the Banks in these capacities in suitable 
circumstances. 


Types of Accounts 
Most of the work undertaken by the 


*Bank of Ireland, Hibernian Bank Ltd., Munster 
& Leinster Bank Ltd., National Bank Limited, 
National City Bank Ltd., Northern Bank Ltd., 
Provincial Bank of Ireland Ltd., Royal Bank of 
Ireland Ltd., Ulster Bank Ltd. 
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Trustee Departments consists of execu- 
torships under Wills, and the remainder 
of it largely takes the form of appoint- 
ment as Trustee either of new Settle- 
ments or appointments as new Trustee 
of existing Settlements. The infrequency 
nowadays of Marriage Settlements is an 
interesting commentary on the great so- 
cial changes in the past half-century. 
Another interesting feature in recent 
years is the number of United Kingdom 
residents who have appointed Banks in 
the Republic of Ireland as Trustees of 
Settlements planned to avoid high levels 
of Income and Inheritance Taxes in the 
United Kingdom and in an endeavor to 
place capital out of reach of any future 
U. K. capital levies. The Banks also act 
as Trustees for Pension Funds. Deben- 
ture Issues, etc. 


Volume and Earnings 


No figures are published on what the 
experience of the banks has been finan- 
cially. The system on which the fees of 
the Banks is based follows largely that 
adopted in the United States: fees on 
Capital are worked on a scale relative to 
the size of the Estate or Trust, and an- 
nual fees are charged on Income; but the 
level of charges is much lower than in 
the U.S. A. On a gross estate of £10,000 
the fees would amount on the average to 
£130. 

It is possible to make a shrewd guess 
that the work can show little or no profit, 
because the fees charged are not as much 
as those of the Public Trustee in the 
United Kingdom, who is required by 
law to adjust his fees in order to cover 
his expenses only and to show no profit. 
It is sometimes argued that the business 
is profitable if one takes into account the 
earnings accruing to the Banks through 
the use of idle cash balances lying to 
credit of the various cases from time to 
time, but it is surely obvious that if none 
of the Banks acted in these capacities 
the idle balances would be lying to credit 
somewhere in the banking system, and 
therefore it follows that the banking 
system as a whole must lose money on 
the Trustee Departments if the fees 








The author before a picture of “The Irish 
House of Commons, A.D. 1790,” which hang; 
in the Trustee Department general office. 
Ancestors of both Mr. and Mrs. Wynne are 
represented in the painting which shows 
the “Debate on Ireland’s Rights and Ireland’s 
Wrongs.” The separate Legislature of Ire. 
land ended with the Act of Union in 180] 
and Foster Place, location of the bank’s 
head office, is named after the last Speaker 
of the House of Commons. The head office 
of the Bank of Ireland, across the road from 
the Royal Bank, occupies the former Parlia- 
ment buildings. 





charged, apart from earnings on the idle 
balances. do not cover the departmental 
expenses. 


Methods of Improving Earnings 


All the Banks have published in- 
creased scales of charges from time to 
time and it might be thought that an ob- 
vious way to improve the financial re- 
sults would lie in increasing the charges 
to remunerative levels. The probability 
is that no one bank would be prepared 
to introduce such a scale unless all 
agreed to do so and there is no indica- 
tion that such unanimity is likely. Even 
if all the Banks were to publish a great- 
ly increased scale of fees its benefits 
would not be fully felt for a consider- 
able period of years, because the work 
in hand at the time would have to be 
carried on through the life of the var- 
ious trusts on the older scales of charges 
relative to them. Failing the adoption of 
remunerative charges it would seem that 
the Banks must contemplate continued 
rewards on a level altogether inadequate 
to compensate them for the great respon- 
sibilities they take on, the ever growing 
complexity of taxation and investment 
problems, and the embarrassment of the 
not infrequent occasions when the ful- 
filment of their duties as fiduciaries 1s 
in conflict with their interests as bank- 
ers; for a Trustee’s decisions are not al- 
ways welcomed by his beneficiaries! 

An alternative method of improv'ng 
results would be to increase the turn- 
over of cases in relation to the Staff «m- 
ployed, and it might be thought ‘at 
mechanization of the accountancy -ys- 
tems in the Departments would be a ! «!p 
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in reducing expenses. Such mechaniza- 
tion would not be economic for small 
Trus! Departments and it is not believed 
that any of the Departments in the Re- 
public have reached a size at which it 
would pay to introduce ledger machines. 

None of the banks in Ireland has a 
trustee business at all comparable in size 
with that of any of the big English banks 
some of which have been compelled to 
introduce a_ substantial degree of 
mechanized accounting in order to han- 
dle the enormous volume of work which 
confronts them. 

Perhaps an escape from the sphere of 
unremunerative fees and the difficulties 
of conflicting interests could be found 
through the promotion by the Banks, as 
a jointly owned concern, of a new trustee 
Company to which the business of the 
separate trustee departments could be 
transferred; although there would be 





Royal Bank of Ireland, Ltd., Head Office 
in Foster Place, Dublin. 


undoubted difficulties which it 
should be possible to surmount. Such a 
Company would be free to fix its own 
charges at whatever level it deemed de- 
sirable and furthermore the embarrass- 
ments of conflicting interests would not 
he-devil it, but the probability of such a 
development is remote. 


certain 


Investment Limitations 


The supervision of investments by the 
Trust Departments provides an ever in- 
creasing source of work, and it is difh- 
cult to obtain diversification in the in- 
vestment of the funds of the smaller Es- 
tates in the absence of “common” funds 
such 1s are known in parts of the United 
States of America; for by the law of 
this country it is not permissible to 
mere. the assets of various Trusts into 
4 co: imon investment fund. Unless the 
trust instrument provides otherwise the 
Trus'ses must invest the assets under 
their control in what are known as Trus- 
tee Securities, which broadly speaking, 
since the nationalization of so many 
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public utilities in these islands, consist 
chiefly of direct government obligations 
and securities guaranteed by the Gov- 
ernment. 

Looking back over the last quarter of 
a century it is evident that the availabil- 
ity of the Banks as Executors and Trus- 
tees has filled a need felt by the public, 
and the Departments are likely to con- 
tinue in growth, presenting the Banks 
with the necessity for finding and train- 
ing suitable new Staff possessing per- 
sonal and business qualities at higher 
than average level if the continuing de- 
mands for the banks’ fiduciary services 
is to be met and the confidence of the 
public retained. 


A A A 


Seminars for Bank Staff 
Successful 


Trustmen, senior and junior. have 
figured prominently in the seminars 
which have become a permanent part of 
the life of the First National Bank of 
Memphis. 

The program began in 1954 when a 
study conference for officers and key 
personnel called “Operation Think 
First” was substituted for a 90th anni- 
versary open house. Every major de- 
partment of the bank was represented 
on the program that reviewed bank 
policies and problems. A great benefit 
was the new knowledge of and increased 
respect for each other’s problems and 
the meeting was a great morale builder. 

The second annual seminar. dubbed 
“Operation Sell First” included more 
trainees and supervisors than the pre- 
ceding year. It was beamed at selling 
the bank’s services and served as the 
kick-off meeting of an employee sales 
campaign. A high sales quota was set. 
but so much enthusiasm was generated 
that at the close of the contest, four 
months later, the quota was exceeded by 
$2,000,000. 

The third meeting, called ‘“First’s 
Future” starred young officers and 
trainees who presented bold plans for the 
future of the bank. 

The first year the senior trust officer 
spoke on estate planning. At the second 
conference both senior trustmen partici- 
pated in a five-phase discussion of trust 
operations. The third year two young 
assistant trust officers took part. Since 
these meetings every officer of the bank 
has made his will and named First Na- 
tional executor. 

Directors have been invited to all these 
conferences. The conferences are now 
considered a permanent activity, but may 
be held hereafter on alternate years. 
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ON THE PUBLICITY FRONT 


Newspaper Advertising 


Advertising mats for “Law Day 
U.S.A.”, prepared by the Trust Division 
of the American Bankers Association in 
cooperation with the Association’s Ad- 
vertising Department, are being made 
available to member banks and _ trust 
companies without charge. “Law Day 
U.S.A.” has been proclaimed by Presi- 
dent Dwight D. Eisenhower for observ- 
ance on May 1. The purpose, endorsed 
and implemented by the American Bar 
Association, is set forth in the copy 
reproduced herewith. 

Proof of the suggested advertisement 
and a letter from Walter Kennedy, Trust 
Division president and president, First 
National Bank of Montgomery, Ala., 
went to 3,000 Association members. 

Copies of a unique form of newspaper 
promotion of trust business are being 
used by Boston Safe Deposit & Trust 
Co. to answer inquiries that necessitate 
an explanation of the history, policy and 
general philosophy of trust service as 
practiced at the Boston institution. The 
promotion took the form of a series of 
four articles written by president Ralph 
Lowell and published by the Christian 
Science Monitor. These articles cover the 
development of corporate trusteeship in 
the Boston area, the part played by Bos- 
ton Safe Deposit & Trust Co., the 
methods and policy involved in trust in- 
vestment, the specialized training of trust 
and investment officers, estate planning, 
and the way in which certain charitable 
trusts worked out. 

The original publication was in Jan- 
uary 1957. Last December the Boston 
Traveler published an article based on 
an interview with president Lowell 
which repeated some of the salient points 
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A proclamation of the President of the United 
States calls upon the people of our nation to mark 
LAW DAY U.S.A. with appropriate observances. 


The purpose of LAW DAY U.S.A., endorsed and 
implemented by the American Bar Association, 
is twofold: 
TO STRENGTHEN THE NATION'S DEDICATION TO 
THE RULE OF LAW AS THE FOUNDATION OF OUR 
FREE SOCIETY; 


TO FRESHEN EVERY AMERICAN’S AWARENESS OF 

THE RIGHTS AND PRIVILEGES HE ENJOYS BY 

REASON OF OUR SYSTEM OF LAWS AND COURTS. 
As a contribution toward fulfillment of that pur- 


pose, our institution is happy to publish this 
advertisement in the public interest. 


AMERICANS OBSERVE LAW DAY U.S.A. ON 
THURSDAY, MAY 1, 1958 


xweweawe Kehr Kara KKK 











of the earlier series and also brought the 
story up to date through inclusion of 
then current facts and figures. The Com- 
pany received a very favorable response 
from the public and has been working 
on the possibility of using some of the 
published material in booklet form. 

“Time changes everything!” proclaims 
an ad from Fort Worth National Bank, 
displaying the interior of a somewhat 
exotic alarm clock. Text of the ad in- 
quires how much time has passed since 
the reader reviewed his life insurance 
program and urges a call to “your life 
underwriter at your earliest conven- 
ience.”” 

“Beware the White Knight!” advises 
an ad of City Bank Farmers Trust Co., 
New York, which devotes most of the 
space to a photograph of two men en- 
gaged in a serious game of chess. “Con- 
sider well, old friend, lest your Queen 
be lost! And while you’re at it you 
might give some serious consideration to 
those personal assets of yours . . . Do 
they promise real security for you and 
yours — tomorrow — next year — next 
generation? If not, someone may be sad- 
ly shortchanged . . .” A copy of “What 
You Should Know about Personal 
Trusts” is offered without charge. 


“Trust Department in continuous .p. 
eration since 1900... Time Tested .. 
We accept the challenge of the futu: >.” 
This wording fills one of six ovals i. a 
“thank you” ad of Merchants Trust « o., 
Muncie, Ind., that expresses apprecia' on 
to the community for the Compa: y’s 
growth in the past year. 

“George always said: We don’t have 
that kind of money! .. . But he wa; 
wrong, observes the widow pictured in 
an ad from National Bank & Trust | 
South Bend. “We had just $612 in say. 
ings. Another hundred in checking. But 
we owned our $16,000 home. George 
had $20,000 insurance. Our car was two 
years ago, but it was paid for. There 
were $200 in savings bonds we'd just 
about forgotten. And I don’t know how 
much this stock is worth. Ten shares. | 
found it with the bonds in the safe de. 
posit box. Actually, instead of $612, 
George’s estate must have been more 
than $40,000. . . . I have a son. What's 
left of George’s estate will be my estate 
for him. And I don’t want to make any 
mistakes about it. That’s why I plan to 
call the National Bank’s Trust Depart 
ment...” 

“Mother says Dad thought of every: 
thing, didn’t he, Mr. Smith?” observes 
the young man in a home family scene 
showing the widow, two sons, and “Mr. 
Smith” from the trust company. In the 
text, Union Trust Co. of the District o 
Columbia discusses estate planning as 3 
“vital problem which deserves the best 
assistance you can get.” 


S 


“Tl spend for other things when | can 
— I'll buy life insurance while I may’ 
announces the young man in an ad from 
American National Bank & Trust Co., 
Chattanooga. “An annual medical check: 
up doesn’t guarantee that life insurance 
companies will find me a good risk nex! 
year.” 

“There’s a big place for Life Insurance 
in your estate picture!” observes an ad 
from Depositors Trust Co., Augusta. 
Me., which shows a jigsaw puzzle with 
the piece labeled “Life Insurance” wait 





ing to be added to tangible personal 
property, real estate, interest in a | isi 
ness, securities and cash. The text «9m 
ments on the usefulness of life insur= nce 
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in estate planning. This is one of a 
seri’s of ads currently being run by De- 
osilors. 

Acother “If the shoe fits’—discusses 
the ‘act that as shoes have to fit the feet 
so co wills have to fit the families for 
whose benefit they are drawn. Revision 
of old wills is advocated. The shoe theme 
has special significance in the Augusta 
area where shoe manufacturing is a 
prominent industry. 


Booklets 


Total book value of trust assets is 
given in a brochure describing the re- 
sults of the recent merger that formed 
the National Bank & Trust Co. of Fair- 
field County (Conn.). All the trust ofh- 
cers are listed by name and title and a 
map shows location of offices in relation 
to the main highways. A picture section 
includes one reminding the reader of 
“complete trust service.” The caption not 
only lists a number of trust services but 
adds that “Wills in which the bank is 
named can be deposited free of charge 
in our will vault. We do not draw 
wills; for this, see your attorney.” 

“What’s an Investment?”—published 
by Old Colony Trust Co., Boston, is 
aimed primarily at enlightenment for 





One of numerous illustrations in 


Old Colony booklet. 


employee participants in profit-sharing 
plans who may have no knowledge of 
investments in general, let alone invest- 
ing for a specific purpose. It explains 
what an investment is, the difference 
between bonds and stocks, and some of 
the factors that make prices change. Risk 
is discussed, foresight and the rate of 
return as well as the investor’s purpose 
and how that affects his purchases. The 
booklet is pocket-sized, conveniently 
divided by headings, simply expressed, 
and illustrated with pen-and-ink draw- 
ings 

“Does Your Will Meet This Test?” 
provides a check list by which the re- 
cipient can tell if his will needs review. 
New York banks are currently calling at- 
tention to the recent change in the State 
law concerning perpetuities and_ the 
cons quent need to review wills for pos- 
sibl’ improvement in the way the estate 
asses are bequeathed. The above folder 
Was sent to customers and prospects by 
Uni ed States Trust Co. with a covering 
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letter pointing out Governor Harriman’s 
action in signing the bill on September 
1 which broadens the measure that de- 
termines duration of a New York trust. 

“Fiduciary Facts and Forms for 
Florida,” compiled and edited by Judge 
Oscar S. Caplan, has been published and 
distributed by Central Bank & Trust Co. 
Miami as a service to attorneys. The 
preface states that the 44-page booklet 
contains “suggestions to the legal pro- 
fession for consideration in the prepara- 
tion, drafting and execution of Trusts 
and Wills, together with Gift and Estate 
Tax schedules. The many requests re- 
ceived from experienced lawyers as well 
as newly admitted members of the bar 
has prompted publication of this book 
to reflect certain developments in the 
field of wills, trusts and taxation. . 
This resume is intended solely for the 
use and convenience of lawyers and is 
being distributed only among members 
of the legal profession.” 

Part I deals with all kinds of trusts 
(16 sections). Part II contains 12 major 
divisions on the subject of wills and Part 
III comprises legal citations and tax 
schedules. 

A most attractive illustrated brochure 
has been published by Mercantile Na- 
tional Bank, Dallas, to describe the re- 
sults of a 14-month improvement pro- 
gram. A new area in the bank lobby, 
called the “Women’s Friendship Center,” 
offers “comfortable furnishings, modern 
decor, telephone, and convenient loca- 
tion” to win the favor of feminine cus- 
tomers and their friends. The 30th and 
31st floors — for the use of officers, di- 
rectors and their guests—“utilize glass 
virtually from floor to ceiling” affording 
magnificent views of the Dallas metro- 
politan area. Other improvements have 
been additional entrances, more lobby 
space, expanded drive-in facilities, 
larger clock faces, and a tunnel connect- 
ing the parking space with the bank 
offices. 


TV 


Results far beyond expectation were 
achieved in a ten-week advertising cam- 
paign conducted by Liberty National 
Bank & Trust Co., Oklahoma City. Using 
a small space newspaper ad on Sundays 
and a one-minute announcement on 
Liberty's TV programs, the campaign 
produced 3,105 written requests for in- 
formation. Objective of the program, 
which ran from mid-September through 
November, was to give the public a 
better understanding of the advantages 
of estate planning and the benefits avail- 
able through appointing a conperete 
executor and trustee. 


FPRA Analyzes Bank 
Advertising Expenditures 
Trust services were represented in the 
advertising expenditures of banks re- 
porting in the annual Financial Public 
Relations Association survey as follows: 


1956 1957 1958* 
% of Banks _______. 66.2 47.1 48.9 
“% of Total Adwg. 68 56 6.3 


*Proposed. 

Expenditures for various bank serv- 
ices were reported by 227 banks. Tables 
in the published survey, prepared by Dr. 
W. T. Tucker of Georgia State College 
of Business Administration, Atlanta, 
give a 1957 breakdown for various sizes 
of banks with the average amount of 
dollar expenditure for each service in 
each class, and comparable figures for 
1956. 

The use of different media was re- 
ported by 327 banks. The four top 
media were: newspapers 99.7%, direc- 
89.9%, direct mail 87.8% and 
81.3%. Television was listed by 


tories 
radio 
39.4% 

Copies of the complete analysis may 
be obtained from the FPRA, 231 South 
La Salle St., Chicago 4, at $1.00 per 
copy. 

A A A 


A Survey of Trust Mailing Lists 


Ten years ago the First National Bank 
& Trust Co., Oklahoma City, drew up 
two trust prospect mailing lists. One in- 
cluded businessmen with estates over 
$100,000, attorneys, accountants and life 
underwriters. The second list consisted 
of prospects believed to be worth at 
least $100,000 but were widows, doctors, 
and retired businessmen. A recent sur- 
vey of both lists is described by vice 
president John H. Miller in the February 
FPRA Bulletin. 


As a result of these tests the bank now 
believes it is beneficial to survey mail- 
ing lists at least every five years. 


A A A 
DirEcT MAIL Up 


@ City Bank & Trust Co., Jackson, 
Mich., over the past year has increased 
direct mail advertising “about 40%,” 
sending one mailing piece to attorneys in 
the areas served by the bank, and an- 
other to prospective customers of trust 
services in those areas. 

The bank reports that in connection 
with the rapidly growing interest in 
pensions and profit-sharing it conducted 
a pension forum last year directed speci- 
ficially to modest size accounts. This 
and an earlier forum have proved very 
satisfactory as a business promotion 
effort. 
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Settlement of Estates and Fiduciary 
Law in Massachusetts (Fourth Edi- 
tion ) 

GUY NEWHALL. Lawyers Co-operative Pub- 

lishing Co., Rochester, N. Y. (3 vols. 1900 

pp. $60.) 

Unexcelled, and a classic in its field, 
this work has been completely revised 
and brought up to date in a handsome 
fourth edition. A recognized leader of 
the Massachusetts probate bar, Mr. 
Newhall deals clearly and satisfyingly 
with the problems of tax and probate 
law most frequently encountered. The 
reader will find logical and practical 
expositions of the statutes and court 
decisions in the field encompassed by the 
work. 

New features of the treatise include 
an index of the official probate forms 
recently adopted by the Massachusetts 
Supreme Judicial Court, and some thirty 
pages of the author’s own forms of 
wills and trusts. There is provision for 
periodic cumulative pocket supplements. 

One might wish that each State were 
blessed with an author “brother-in-the- 
law” with the qualities and abilities of 
this lecturer, teacher and _ counselor. 
Those aspiring to such a role need not 
be deterred by that old bugaboo, lack of 
time or stenographic assistance. For 
Guy Newhall informs us that he wrote 
out practically every line of his book 
in longhand in the evening hours of the 
past four years. This labor of love has 
resulted in a reference work of in- 
estimable value. 


How to Run a Successful Investment 

Club 

RAYMOND TRIGGER. Harper & Bros., New 

York; 115 pp. $2.75. 

Those who follow Mr. Trigger’s well- 
founded and pertinent advice, and take 
advantage of the experiences of the 
many examples of Club operations that 
he relates will almost surely meet the 
objective of the book’s title in their 
own groups. Case histories are mixed 
with anecdotes and suggestions garnered 
from his wide and expert observations 
and appraisals of the widely varying 
objectives or philosophies of this new- 
est phenomenon in the financial world. 

One of the most valuable chapters is 
that describing the sources of useful 
investment data, and his collection of 
forms for operating and_ recording 
transactions will prove valuable to any 
such organization. But sprinkled 
‘through his book are such timely com- 
ments as “Fortunately, almost all clubs 
recognize the importance of not taking 
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themselves too seriously,” and confirma- 
tion of Lucille Tomlinson’s advice that, 
since no one has discovered a magic 
formula, the dollar-averaging method is 
“an essential ingredient of investment 
club success.” The outline of the 
“Formula” plan is concisely informative 
and the entire book is designed to be 
understandable to the laymen who con- 
stitute the major membership among the 
hundreds of thousands comprising this 
highly educational as well as_ social 
activity. 

Exact agendas are given, with sug- 
gested variations, for everything from 
organization to the conduct of a meeting, 
selection and handling of _ securities. 
Quite surprising are the quoted figures 
as to the growth of these Clubs: “The 
monthly average investment (of the 368 
clubs responding to a survey) totals 
$70,822, averages $198 and ranges from 
$40 to $1350 with the 1850 present clubs 
investing probably $4.5 million a year.” 

Realistically Mr. Trigger quotes an 
investment commentator’s remark that 
the amateur character of the selection, 
policies and supervision could give this 
device about the ultimate in risk and 
least in protection — without care to 
include some experienced members or 
counsel. He suggested that these groups 
may well provide one answer to the 
need of entrepreneurs with sound ideas 
and inadequate capital for risk money, 
as a balance to the more _ blue-chip 
favorites, but characteristically he de- 
votes the next chapter to “Pitfalls.” 


Care for a Merger? 


Edited by CHARLES PRESTON. E. P. Dutton 

& Co., Inc., New York (95 pp. $2.75). 

In or out of office work, anyone will 
enjoy this selection of cartoons from the 
Wall Street Journal. Page after page 
of hilarious sketches make mundane 
moments memorable. 


Group Disability Insurance 


JESSE FREDERICK PICKRELL. Richard D. 

Irwin, Inc., Homewood, Ill. (255 pp. $5.) 

This study considers the background 
of disability insurance, state and federal 
legislation on the subject, and a “master 
contract.” The author also explores such 
subjects as the selling of group dis- 
ability insurance; installation and ad- 
ministration; premium rates; under- 
writing, reserves and evaluation. The 
appendices contain laws and rulings, a 
model bill for legislation in the area, 
and a specimen group disability master 
contract. The book is one of a series 
published by the S. S. Huebner Founda- 
tion for Insurance, and represents the 
author’s Ph.D. treatise. 


Development of Comprehensive In- 
surance for the Household 


JOHN EUGENE PIERCE. Richard D. Irwin, 
Inc., Homewood, Ill. (435 pp. $6.25.) 


The development of present-day forms 


of insurance to protect home owner, js 
traced in this work. It is based upon -he 
author’s Ph.D. studies in the field ar: js 
published as one of a series on in:ur. 
ance by the S. S. Huebner Founda: on, 
There are detailed analyses of the per. 
sonal property floater policy, the com. 
prehensive personal liability policy, the 
family automobile policy and the 
insurance policy; as well as the <on. 
fluence of coverages from these broad 
policies to form the homeowners’ policies 
the comprehesnive dwelling policy ani 
other such contracts. 


15 Major Current Tax Problems Ap. 
alyzed 

Texas Society of Certified Public Accountants, 

Journal of Taxation, Inc., 147 E. 50th St., New 

York City 22. (257 pp. $4.95.) 

The papers presented at the Fourth 
Annual Institute on Taxation of the 
Texas CPAs, at Houston, in September, 
1957, are collected in this volume. As 
might be expected, some of the studies 
deal with the tax consequences of oil, 
gas, and other natural resources. Other 
subjects include various aspects of the 
closely held corporation, deductions for 
travel and entertainment expenses, the 
short term trust in estate planning and 
the “untimely and unwanted dividend.” 


ARTICLES 


The Short-Term Trust: A Useful De. 
vice for Tax Savings in Many Sit 
uations 
ERNEST WOODWARD II. Journal of Taxi- 
tion, April, 1958 (147 E. 50th St., New Yor 
City 22; $1.25). 

Contrary to the usual rule that a gift 
be irrevocable, the 1954 Code makes it 
possible to “give property away with 
one hand and hold onto it with another.’ 
Ways and means of accomplishing this 
with the short-term trust, and conse 
quent tax savings to the grantor, are 
illustrated. 


Estate Taxation of Contract Rights 
Subject to Conditions Precedent 
Yale Law Journal, January, 1958 (401 A Yale 
Station, New Haven, Conn. $2). 

The taxation of “expectancies” in 4 
decedent’s estate was litigated in the 
recent case of Goodman v. Granger. 
Here the decedent had made a contract 
with his employer for deferred com: 
pensation to be payed after the termina- 
tion of his employment. The contract 
provided that if death should occur be 
fore the due date of any installment, the 
remaining payments were to be made to 
his estate or as he should direct by 
will. Death occurred while he was still 
employed and it was held that the pres 
ent worth of the future installments 
were taxable in the gross estate. Other 
contracts containing unsatisfied condi- 
tions or expectancies, and their tax in- 
cidents, are discussed in this note. 
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- 7 The Accountant’s Role in Estate Plan- 
. che 
1 is es 

WILLIAM K. CARSON, C.P.A. The New York 


isur- 

‘ , Certified Public Account, March, 1958 (677 
ON, Fifth Ave., New York 22; 50c). 

er- ; 

com. The author discusses the advantages 


the § to estate planners of using an ac- 
countant’s combined skills, described as 
“familiarity with income and estate tax 
law” and the “ability to classify figures 
in a significant manner and advise on 
the results obtainable through insurance, 
trusts and various types of will pro- 
visions.” 
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An- 
Federal Estate and Gift Taxation 
ROBERT KRAMER. New York University 


Law Review, February, 1958 (40 Washington 
Square S., New York 3, N. Y., $2). 


atants, 
» New 


yurth 
the 
nber, 


Professor Kramer summarizes the de- 
velopments of the past year in the field 
of estate and gift taxation. He points 


Charitable Trusts in Relation to Tem- 
porary Trusts 


JAMES HARTE LEVENSON. Estate Planners 
Quarterly, Vol. VII, No. 1. Farnsworth Publish- 
ing Co., Inc. (215 W. 34th St., New York City, 
Annual Subs. $10). 

A client who receives high salary and 
substantial dividends from his closely 
held corporation need not worry about 
the tax problem of increasing dividends 
to himself in order to save the corporate 
tax on accumulated earnings. According 
to this analysis, there are a number of 
solutions, each with its special ad- 
vantages and minor drawbacks. The 
author recommends combining the chari- 
table and short term trusts in such a 
situation. 


Partnership Estate Planning Prob- 
lems 


WILLIAM P. SUTTER. Illinois Bar Journal, 

















As . March, 1958 (424 South Second St., Spring- 
* “Bout that the Supreme Court did not field, $1). 
udies hand down a single decision in the 
Fail, field; that Congress did not enact legis- ae mat ee ager? os 
ther lation affecting these taxes and that the ae eS Se eee cog — 
F the Treasury failed to issue its regulations » Mca Pagess —— ase Se 
3 for . Some of the remaining problems, such 
, the under the 1954 Code. In 1958, however, as that of filing a joint return with sur- 
wie expect, the author promises, a viving spouse and taking deductions, 
end.” Supreme Court decision in Fidelity- are here demonstrated, with suggested 
Philadelphia Trust Co. v. Smith, and scbettons. 
the long awaited regulations. Many im- 
portant decisions of various federal . 
| De. courts are discussed at length in this in- Federal Taxation of Income from De- 
Sit. teresting article. cedents’ Estates 
ADDIS E. HULL, III. Illinois Bar Journal, 
trax. | 4 Do-It-Yourself Kit for Drafting a ee 
has Stock Bonus Trust Mr. Hull employs numerous examples 
‘ <a ». oe. Peete Law Review. to illustrate this extensive analysis of 
Se City 7) $1.50). . roadway, New York Internal Revenue Code provisions gov- 
2 erning the taxation of estate income. 
ha a Cochran’s article is written 
ther. § “without Latin or footnotes, and with- 
; this § out reference to a single case.” ern An Attack on the “Twenty-One Year 
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rather than on legal requirements of 
ancient English custom, and that the 
complexities of modern life as well as 
the interests of modern youth and his 
longer life span require abandonment 
or modification of this artificial measure. 


Condemnation of Future Interests 


ROBERT L. STOYLES, Jr. Iowa Law Review, 
Winter, 1958 (Iowa City $2.). 


Inadequate protection is afforded the 
holder of a future interest in property 
taken by eminent domain, contends this 
author. He explores some of the factors 
which “should provide the motivation for 
future interest holders to litigate more 
frequently the question whether the tak- 
ing of their future interests is com- 
pensable.” 


Warning on Non-Commercial Annui- 
ties; a Popular but Hazardous Tax- 
Saving Device 
ROBERT E. NELSON. The Journal of Taxa- 


tion, March, 1958 (147 E. 50th Street, New 
York 22. $1.25). 


Property transfers to secure lifetime 
incomes may lead to unfortunate tax 
consequences, in the opinion of this 
author. He analyzes the contradictory 
positions taken by the Courts and In- 
ternal Revenue Service, with respect to 
these devices. 
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We purchase Estate Holdings 
of Diamonds, Precious Stones, 





and Jewelry. We will examine 


estates anywhere and offer im- 
mediate cash payment. 


We render realistic appraisals 
based on long and wide ex- 
perience in the field. 


ROBERT BRUCKER 


JEWELRY CORPORATION 
22 West 48th Street 
New York 36, N. Y. 
PLaza 7-1563 


Bank references upon request 
Inquiries invited without obligation 
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RoBERT H. BRIGHAM, chairman of the 
Pennsylvania Bar Association’s Com- 
mittee on Decedent’s Estates and Trust 
Law, supplemented his eight-page will 
with two codicils and an explanatory 
letter. By these instruments he left 
outright to his wife $2,500 in cash, in 
addition to jewelry, personal and house- 
hold property and any insurance there- 
on. An amount equal to the marital 
deduction is left in trust for the wife’s 
benefit, she to have the “plenary power 
to appoint the principal by will to any 
persons or estates, including her own, 
in any ways she sees fit.” Should the 
widow fail to make an effective appoint- 
ment, the trust principal is to go to the 
University of Pennsylvania. 

Fidelity-Philadelphia Trust Co. is ap- 
pointed trustee of the foregoing trust, 
and is forbidden to exercise any of its 
powers “in any way to prevent my wife 
from receiving the entire income for 
the full period of her life.” The trust 
company is also named trustee of the 
residuary estate, income from which is 
to be paid to Mrs. Brigham during her 
lifetime, the principal passing to the 
University of Pennsylvania upon her 
death. 

The University is to hold in two 
separate trusts the property it receives, 
using net income from the first trust 
for the assistance, support and educa- 
tions of worthy students of the School 
of law ... of which Mr. Brigham was 
an alumnus. Net income from the second 
trust fund, which is left to the Uni- 
versity in memory of the testator’s 
father, is to be used for the assistance 
of worthy students in the departments 
of chemistry and chemical engineering 
and in the Towne Scientific School. The 
faculties of the named schools and trus- 
tees of the University are empowered to 
select students deemed worthy of re- 
ceiving assistance under the two trusts. 

Fidelity-Philadelphia Trust Co. is also 
appointed executor under the will, and 
by the first codicil its compensation, both 
as executor and trustee, is fixed at such 
sum as shall be “in accordance with its 
Schedule of Fees in effect from time to 
time during the period over which the 
services are rendered.” Trustee’s fees 
based upon principal are to be charged 
solely against the residuary trust, so as 
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to have the marital trust bear only that 
portion of fees which relates to income. 

The second codicil declares that all 
death taxes are payable out of the 
residuary estate, and the letter specifies 
that the testator intended that any 
property held with his wife as tenants 
by the entirety should pass to her free 
of such taxes. 


JESSE L, LASKY, pioneer motion pic- 
ture producer, directed that the proceeds 
of a $25,000 life insurance policy, pay- 
able to his estate, be used for payment 
of debts, administration expenses and 
estate taxes; the balance to be divided 
in specified proportions among two sons, 
a daughter and an employee. All the 
rest of the estate, including the testa- 
tor’s interest in a certain trust with 
California Bank of Los Angeles, was 
given to Mrs. Lasky. The Bank was 
named executor. 


RoBerT R. YOUNG, chairman of the 
New York Central System and of the 
parent company, Alleghany Corporation, 
left his entire estate, valued at more 
than $6,000,000, outright to his wife. 
She is requested, however, to make gifts 
in his memory to certain employees; 
and also to give, or leave by her will, 
any property owned by him to his sister 
and two brothers. Mrs. Young as ex- 
ecutrix is empowered to invest in such 
stocks including common stocks, bonds 
and securities, as she may deem advan- 
tageous. She is also empowered “to ap- 
portion between principal and income 
stock dividends and liquidating or extra- 
ordinary dividends or _ distributions.” 
But in this connection, the testator 
states: “Without limiting the absolute 
discretion of my said executrix, I direct 
that the same be allocated to principal 
except to the extent that she shall de- 
termine that they are declared or made 
in lieu of regular cash dividends or dis- 
tributions.” 


LEWIS WILKINS Hyer, director of the 
J. C. Penney Company and early asso- 
ciate of the founder, left an estimated 
$15,000,000 in perpetual trust for chari- 
table and educational purposes, the bulk 
going to a college in the Ozark moun- 
tains. A bachelor, Mr. Hyer made some 


small cash beauests and set up a $100 109 
trust for a nephew, the corpus to  ¢. 
come part of the residuary estate von 
his death. 

The residuary estate was directe« to 
be held in trust with the income jis. 
tributable to charitable, ete. institu. 
tions, 65% going to The School of the 
Ozarks for educational purposes. The 
will refers to the erection and main. 
tenance, out of this 65%, of a carillon 
tower on the school campus, to be dedi. 
cated to the parents of the testator. 

In addition 10% of the income is ty 
be set aside for scholarships for needy 
students at the School. Qualifications 
include, in addition to actual need, 
grades of at least 89% and exemplary 
behavior in high school and throughout 
the period of their studies at The School, 
Marriage during a college year will dis. 
qualify the student. Those receiving as- 
sistance are requested, without being 
obliged, to repay any amounts expended 
for them, if they are financially capable 
of doing so after leaving college, “in 
order that the benefits which they re- 
ceived may be made available to other 
students.” Income payments to benef- 
ciaries commenced on the 20th day of 
the sixth month after Mr. Hyer’s death. 

Executors and trustees under the will 
are Mercantile Trust Co., St. Louis, and 
the presidents and successors in offices 
of The School and its Board of Trus- 
tees. The individual fiduciaries are to 
receive no compensation, while that of 
the trust company is fixed at 3% of 
property coming into its hands as ex- 
ecutor and 3% of income received as 
trustee. 


GEORGE C. BOLDT, JR., former presi- 
dent of The Waldorf-Astoria Hotel, in 
his will and two codicils made cash be- 
quests of $10,000 each to his chauffeur 
and two nurses, and one of $25,000 to 
his secretary. He left personal and house- 
hold effects to two daughters, and the 
entire residuary estate in separate trusts 
for the daughters and their issue. In de- 
fault of such issue, the estate is to g0 
to Cornell University, at the death of 
the surviving daughter, in memory of 
the testator’s father, founder of the 
hotel, to be added to the general funds 
of the university. A friend and City 
Bank Farmers Trust Co. of New York 
have qualified as executors and trustees. 


OTHER RECENT APPOINTMENTS 


RussELL H. DUNHAM, first president 
and board chairman of Hercules Pow: 
der Co.: Equitable Security Trust ©o. 
Wilmington; executor. 

SAMUEL L. WILLARD, retired vice presi 
dent of Coca-Cola Co.: Maryland Trust 
Co., Baltimore; co-administrator c.t.a. 

WILLIAM H. Eaton, board chairmat 
of Eaton Paper Corp.: Agricultural a 
tional Bank, Pittsfield; co-executor 1nd 
co-trustee. 
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ESTATE TAX 


Post-death partnership earnings held 
includible in estate. Decedent had been 
member of law partnership. He had 
made no capital contribution to partner- 
ship, and its tangible property was of 
nominal value. Partnership agreement 
provided that upon death of deceased 
partner, partnership was not to be dis- 
solved, and estate of deceased partner 
should continue for specified time to 
share in profits on work commenced af- 
ter partner’s death. Commissioner in- 
cluded value of such right in decedent’s 
estate. Tax Court sustained Commis- 
sioner, and estate appealed. 


HELD: For Commissioner, Payments 
were not gifts nor were they attributable 
to anything done by deceased partner’s 
estate. They stemmed from decedent’s 
professional activity during his lifetime. 
They represented right which passed 
from decedent to his estate as part of 
his wealth. Additionally, this right con- 
stituted “income in respect of a de- 
cedent,” value of which is includible in 
decedent’s estate. Est. of C. A. Riegel- 
man v, Comm., 2nd Cir., Mar. 10, 1958. 


Single premium annuity payable to 
surviving beneficiary includible in estate. 
Supreme Court has declined to review 
case of EF. A. Forster, Exr. v. Sauber, 
57-2 U.S.T.C. 11,727. Seventh Cir- 
cuit Court of Appeals had held in this 
case that value of annuities payable to 
surviving beneficiary is includible in 
estate of decedent who had purchased 
Single premium annuity contracts and 
had retained right to monthly payments 
for life. They were held to be transfers 


with income retained. Furthermore, 
Technical Changes Act of 1949 does not 
provide relief to exclude survivor’s an- 
nuities from decedent’s taxable estate. 


Similarity between gift transfers and 
devolvements under will does not estab- 


lish tostamentary motives. Decedent, dis- 
turbe'] by payment of large additional 
income taxes, consulted tax attorney 
about reducing his income tax liability. 


He f llowed attorney’s advice and trans- 
ferr: | certain income producing proper- 
ty +) his children and grandchildren. 
Pati rn of gifts was similar to plan of 


Cisp sition under his will executed some 
thr: years earlier. In spite of many 
Visi: to doctor, at time gifts were 
Apri 1958 


FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 
Foosaner, Saiber & Schlesinger, Newark, New Jersey 


made decedent was in moderately good 
health, was actively engaged, and was 
unconcerned with death, notwithstanding 
his condition of high blood pressure and 
some hardening of arteries. Commis- 
sioner included value of gifts in de- 
cedent’s estate as transfer in contempla- 
tion of death. 


HELD: For taxpayer. Similarity of 
gift transfers and will devolvements does 
not establish testamentary motive in 
making gifts. Where dominant motive in 
making gifts was to reduce income taxes, 
and at time of gifts decedent was in 
moderately good health, transfers were 
not made in contemplation of death. 
Est. of S. Ackel v. Comm., T.C. Memo 
1958-27, Feb. 27, 1958. 


Factors to be considered in valuation 
of close corporation stock. In determin- 
ing fair market value of close corpora- 
tion whose stock had never been offered 
for sale to public, Court considered value 
of assets, including intangibles, earnings 
record and sales of stock of comparable 
corporations in same or similar busi- 
nesses, and reports by trustees and 
referees with respect to value arising 
out of litigation by beneficiaries and 
heirs. All of above factors were care- 
fully weighed to arrive at fair market 


value. Est. of E. F. Luckenbach v. 
Comm., T.C. Memo 1958-38, Mar. 7, 1958. 


INCOME TAX 


Trustee liable for decedent’s income 
tax. Income tax deficiency was assessed 
against taxpayer. Shortly before his 
death, he transferred in trust for benefit 
of his children certain securities and 
notes having value in excess of amount 
due under income tax assessment. Trans- 
fer rendered him insolvent. Commis- 
sioner instituted action against trustees 
as transferees of taxpayer. 


HELD: For Commissioner. Trustees 
were liable under trust fund theory for 
monies owed United States. U.S. v. 
Helfenbein, et al., D.C. N.D. Ill., Jan. 
31, 1958. 


Net income included in share of chari- 
table residue held deductible. As result 
of will contest, compromise agreement 
was entered into by beneficiaries. It pro- 
vided that four charities were to receive 
designated portion of residuary estate, 
and such residue was to “include the 
net income of the estate.” Estate de- 
ducted as charitable contribution share 
of net income included in share of resi- 
due as well as residue. Commissioner 
contended that legacies were not made 
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as gifts of income but as gifts of part 
of residue. 


HELD: For estate. Under agreement, 
administrator of estate was compelled 
to pay charities their share of estate 
income. Under local state law, charities 
had right to income and administrator 
was bound to make payment. Amount 
paid, therefore, qualified for charitable 
deduction. H. L. Emanuelson, Jr. v. 
U.S., D.C. Conn., Feb. 4, 1958. 


Trust formed to manage _ inherited 
properties held taxable as corporation. 
Upon termination of testamentary trust, 
beneficiaries formed new trust and con- 
veyed their interests to it for term of 
ten years. Assets consisted primarily of 
farming and mineral land and control- 
ling stock in bank. Trustees had full 
power to manage and control trust prop- 
erty. Trust instrument recited that uni- 
fied control could best protect income- 
producing potential of assets until such 
time as they could be converted into 
cash for distribution. Commissioner de- 
termined that trust was association tax- 
able as corporation. 


HELD: For Commissioner. Purpose of 
trust was to carry on business enterprise 
and not to liquidate properties. More- 
over, death of beneficiaries or trustees 
in no way affected operation of trust, 
and beneficiaries had right to trans- 
fer their interests. Powers of trus- 
tees, rights of beneficiaries and method 
of operation showed that liquidation of 
trust assets was not primary purpose 
of trust. J. I. Cooper, et al. v. Comm., 
T.C. Memo 1958-31, Feb. 26, 1958. 


Charitable deduction denied where 
trust income not paid or permanently 
set aside for charitable purposes. De- 
cedent, in his will, exercised power of 
appointment over certain trust property 
by leaving two-thirds of income of trust 
to designated charitable institutions. 
Litigation ensued with respect to validity 
of exercise of power of appointment. 
Pending outcome of litigation, trustee 
accumulated income. Two years later, 
exercise of power was held valid, and 
trustee thereupon paid accumulated in- 
come to charities. Trustee then filed 
claim for refund of taxes for earlier 
years, since’ no charitable deduction had 
been taken. Commissioner denied claim. 

HELD: For Commissioner. Income 
had not been paid or permanently set 
aside for charitable purposes in year 
under review. No charitable deduction 
was, therefore, allowable. Fidelity Trust 
Co., v. U.S., 3rd Cir., Mar. 12, 1958. 


Capital gain not income to life tenant. 
Taxpayers were life tenants under wills 
which granted them broad powers to 
invade, use and consume corpus for their 
“own needs, maintenance and comfort” 
and that of their children. Instruments, 
however, did not create any express 


trusts for benefit of remaindermen. © x. 
payers sold some of estate prope: ‘ies 
and reported capital gain on their re. 
turns. Later claims for refund were ‘led 
on ground that life tenant is not !: ble 
for capital gain tax. 

HELD: For taxpayers. Life tena: js 
not personally liable for capital ain 
taxes, since gains are not income to life 
tenant, but are additions to corpus o! es. 
tate. Furthermore, life tenant is not lia. 
ble as trustee for benefit of remainder. 
men, since no express trusts were created 
in wills. D. K. de Bonchamps v. US, 
D.C. N.D. Calif., Feb. 26, 1958. 


REVENUE RULINGS 


Income Tax: Minor taxable on divi- 
dends from savings accounts in name of 
parent trustee. Savings and loan asso- 
ciation opened savings account for 
minor by placing account in name of 
parents as trustees, subject to order of 
either trustee. This represented associa- 
tion’s established procedure for opening 
accounts for minor. Trustees were not 
subject to court order or other agree- 
ment, and no taxable trust was intended 
to be created. 


Service rules that, if, in jurisdiction 
in which minor resides, savings account 
legally belongs to child and cannot be 
used by parents to satisfy their obliga- 
tion to support child, dividends on ac- 
count are taxable to minor as beneficial 
owner. Rev. Rul. 58-65, I.R.B. 1958-9, p. 8. 


Income Tax: Payment of real estate 
taxes by estate on property not subject 
to administration. Real estate not sub- 
ject to administration was subject to 
charge for taxes at date of decedent’s 
death. Taxes were paid by estate. 

Service rules that in those jurisdic- 
tions which require estate to pay real 
estate taxes, deduction can be claimed 
on fiduciary return of estate for taxable 
year in which tax is paid. If, however, 
estate is not required to pay taxes but 
does so, then if payment is made in be- 
half of beneficiary entitled to income 
from estate, deduction is allowable un- 
der Section 661 of 1954 Code, if made 
in lieu of direct payment to beneficiary. 
Rev. Rul. 58-69 I.R.B. 1958-9, p. 11. 


Estate Tax: Change of domicile re- 
quires affirmative act. Decedent..had. en- 
tered United States as temporary visitor 
on several occasions. He indicated his 
intention of changing his domicile to 
United States and applied for immi- 
gration visa to establish permanent resi- 
dence here. He died in Europe without 
ever having established residence here. 

Service rules that since decedent never 
entered United States, except as tem- 
porary visitor, he was not domiciled in 
United States for Federal estate tax 
purposes, Although he formed required 
intent, he did not take affirmative course 
of action to effectuate intent. Rev. Ful. 
58-70, I.R.B. 1958-9, p. 12. 
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LEGISLATION AFFECTING 
TRUSTS and ESTATES 


(First 1958 Report) 


MASSACHUSETTS 


Ch. 44: Permits probate court to au- 
thorize guardian or conservator to ex- 
pend ward’s funds for funeral expenses 
of member of ward’s family. 

Ch. 121: Amends Ch. 210 (8) to in- 
clude adopted child in word “child” used 
in grant, trust, entail, devise or bequest 
even though settlor, grantor or testator 
was not the adopting parent, unless con- 
trary intent appears in instrument. 
(Previously this presumption applied 
only where creator of interest was the 
adopting parent.) 


MISSISSIPPI 


S.B. 1503: Amends Section 1269-06 to 
give adopting parents full right of heir- 
ship from and in estate of adopted child 
as though latter were born in lawful 
wedlock. 

NEW YORK 

Ch. 119: Amends Insurance Law Sec. 
145(2) to increase from $2,000 to $3,000 
amount which minor may receive direct- 
ly each year from life insurance company 
provided it has not received prior writ- 
ten notice of appointment of guardian of 
property. 

Chs, 152 & 153: Amend Real Property 
Law Sec. 42 and Personal Property Law 
Sec. 11 to eliminate limitation to two 
lives as maximum duration of period 


under rule against perpetuities; any 
number of lives may be used provided 
they are not so designated or so numer- 
ous as to make proof of their termination 
unreasonably difficult. 


VIRGINIA 


Ch. 142: Revises Sec. 31-10 governing 
application of guardian to spend prin- 
cipal of ward’s estate. 

Ch. 26: Amends Sec. 6-188 to permit 
federal savings and loan associations to 
pay balances not exceeding $500 to next 
of kin where there has been no qualifica- 
tion on estate within 120 days after 
death. 


Ch. 214: Amends Sec. 55-19 to in- 
crease maximum value of permissible 
spendthrift trust from $100,000 to 
$200,000. 

A A A 


SPoNsSOoRS ESTATE PLANNING CONTEST 


Senior students at the University of 
Kentucky College of Law started work 
in February on an estate planning prob- 
lem which forms the basis of a contest 
sponsored by Security Trust Co., Lex- 
ington. The students were given copies 
of a brochure setting forth pertinent 
data about the family and estates of 
“Jayne M. Provident and Percival B. 
Provident,” and received fifty minutes 
of instruction on developing a solution 
to the problem involved. 

This competition has been conducted 
for five years under the title of a “Will- 
Drafting Contest.” 








SEALING DOOM OF NEW YORK’S RULE AGAINST PERPETUITIES 


Governor Averell Harriman signs bills on March 11 eliminating limitation to two lives 
in rale against perpetuities which has been on New York statute books since 1830. Shown 


(lef to right) 


are: Professor John W. MacDonald of Cornell Law School, chairman 


ef ‘he Law Revision Commission which has long urged liberalization of the rule; 

Assemblyman John R. Brook and Senator Pliny W. Williamson who introduced the 

™me\sures in their respective branches of the Legislature; Professor Richard R. Powell 

of Columbia Law School, whose comprehensive study for the Law Revision Commission 

in 1936 led that group to recommend a change in the rule; and Ruth Lewinson, Treasurer 

of the New York County Lawyers Association and for 35 years a member of its 
Surrogate’s Court Committee. 
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ASSETS — Business — Bank Account 
Passes with Bequest of Business 


Kansas—Supreme Court 
In re Estate of Blank, 182 Kan. 427. 


Paragraph IV gave to petitioner, Mer- 
rill Blank, “all my right, title and inter- 
est in and to my drug store located in 
Altamont including fixtures, merchandise 
and stock and accounts receivable owed 
to said store subject to the said Merrill 
Blank paying all outstanding debts and 
accounts owed by the store as of the 
date of my death. It is my will and de- 
sire that said Executor immediately de- 
liver possession of said drug store to 
Merrill Blank and that said store and 
the income therefrom shall not be ad- 
ministered in my estate but the same 
shall belong exclusively to Merrill 
Blank.” 

Petitioner contended that a bank ac- 
count carried in the name of “Blank 
Drug Store” in the sum of $9,075.85 
was an account receivable of the drug 
store. The probate court construed the 
will and found that the bank account 
should be transferred to Merrill Blank 
as requested. Thereupon the matter was 
appealed to the district court and upon 
the trial thereof objection was made to 
the introduction of any testimony or evi- 
dence in the case which was overruled. 
The district court also rendered judg- 
ment in favor of the petitioner. 

HELD: Affirmed. The trial court’s 
construction of the will was proper. 


COMPENSATION — Executor Acting 
as His Own Attorney Not Entitled 
to Fees as Latter 


California—District Court of Appeal 


Estate of Thompson, 157 A.C.A. 266 (Jan. 29, 
1958). 


Mrs. Thompson’s will as changed by 
codicil appointed Lehman as executor 
without bond and further directed that 
“in the event he acts as Executor here- 
under, and also acts as his own attorney, 
that he shall be allowed his fees as 
Executor, together with the fees which 
may be allowable to the attorney for 
the Executor.” On final accounting the 
executor claimed credits for ordinary 
executor’s commission and for extra- 
ordinary fees as executor, also for statu- 
tory fees for services while acting as 
his own attorney. 

HELD: The latter item could not be 
allowed. The rule established by Cali- 
fornia cases is that a person acting as 
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executor or administrator cannot be al- 
lowed fees as his own attorney. The fact 
that the will contained a specific pro- 
vision for such allowance makes no dif- 
ference. 


FIDUCIARIES — Contingent Debtor 
Has Interest in Proper Appoint- 
ment 


Missouri—Springfield Court of Appeals 
In re Dugan, 309 S.W. 2d 137. 


Intestate was involved in an accident 
with the Missouri Pacific Railroad. The 
accident occurred in Kansas and re- 
sulted in intestate’s death. Intestate was 
a resident of Kansas but died in Jasper 
County, Missouri. Thereafter the public 
administrator of Jasper County secured 
letters of administration. The only asset 
of the estate was a contingent claim 
against the Missouri Pacific. The ad- 
ministrator then brought suit for wrong- 
ful death against the Missouri Pacific 
in a state court in Illinois. 

The Missouri Pacific moved the pro- 
bate court of Jasper County to revoke 
the letters of administration, contending 
that the only reason letters were sought 
in Missouri was to prevent removal of 
the wrongful death action to the Federal 
court. The motion was overruled. Mis- 
souri Pacific appealed to the circuit 
court where a motion to dismiss the 
appeal was sustained on the ground that 
the Missouri Pacific was not an inter- 
ested party. Missouri Pacific appealed. 

HELD: Reversed and remanded for 
further proceedings. If the appointment 
of an administrator is void, a contingent 
debtor has such an interest as will per- 
mit him to assert such invalidity in a 
direct proceeding. The debtor has an 





interest in knowing that the person » th 
whom he settles or who may obtain jv ig. 
ment against him is lawfully enti: ed 
to receive such money or to obtain =nd 
enforce such judgment; otherwise -he 
debtor might be put in a position of beng 
required to pay an unauthorized per on 
once and later be required to pay again 
upon demand or suit of a validly ,p. 
pointed administrator. 


Under a liberal interpretation of 
Paragraph 15 of Sec. 472.010, R.S. Mo, 
1949, defining “interested persons,” ihe 
Missouri Pacific was an interested per. 
son and had the right to appeal. Since 
the record had not been fully developed, 
the court would not decide whether the 
appointment was in fact void but would 
remand for further proceedings. 


FIDUCIARIES — Creditor Not Neces. 
sarily Unsuitable to Serve as Inde. 
pendent Executor 


Texas—Supreme Court 
Boyles v. Gresham, 309 S.W. 2d 50. 


Testator Gresham named Boyles inde- 
pendent executor of his will. A contest 
arose as to Boyles’ suitability as such. 
Boyles, in good faith, asserted a claim 
against the estate and he and his family 
benefited under the will. 


HELD: Prior to the enactment of the 
Probate Code it had become well settled 
in Texas that a testator could select a 
person to serve as his independent ex- 
ecutor whether such person had any 
interest in, or claim against, his estate. 
Section 78(g) of the Probate Code pro- 
vides that “a person whom the court 
finds unsuitable” shall not qualify. Sec- 
tion 77 set up the order of preference 
to be given applicants for letters of ad- 
ministration. A preference is given t0 
creditors over certain other parties who 
are qualified to serve. The Legislature 
must not have intended in one section to 
give a creditor a preference and in an- 
other to provide he is unsuitable to 
serve. Accordingly, Boyles is not un- 
suitable simply by virtue of his having 
a claim against the estate which he ex- 
erts in good faith. 
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Fip JCIARIES — Administrator Not 
( pposite Party Within Meaning of 
Statute Barring Testimony as to 
Matters Within Decedent’s Knowl- 
edge 

Michigan—Supreme Court 
Bannasch v. Bartholomew, 350 Mich. 546. 


Plaintiff, as Special Administrator of 
the Estate, filed bill in chancery against 
defendant, a nephew of the decedent, 
joining two savings and loan associa- 
tions, to recover for the estate funds 
that decedent had placed in joint and 
survivorship accounts with the defendant 
at a time when it was a question as to 
whether or not his aunt was mentally 
competent to engage in business trans- 
actions. 

Plaintiff contended that defendant oc- 
cupied a confidential relationship to his 
aunt, who was 87 years of age at the 
time of her demise and within six 
months prior thereto had executed the 
instruments transferring the accounts 
in joint name. Plaintiff further alleged 
that as a consequence of this confidential 
relationship the burden rested upon the 
defendant to explain the transactions. 
Defendant did not appear as a witness. 
On behalf of the defendant it was 
claimed that the testimony of plaintiff, 
as Special Administrator, was inadmis- 
sible as being equally within the knowl- 
edge of decedent within the meaning of 
the Michigan statute barring the op- 
posite party from testifying to matters 
which, if true, must have been equally 
within the knowledge of the deceased. 

The lower Court entered a decree for 
plaintiff. 


HELD: Affirmed. The trial court came 
to the correct conclusion that the de- 
fendant occupied a confidential relation- 
ship to his aunt and it was incumbent 
upon him to explain the transactions to 
establish the good faith thereof. Further, 
it appears from the record that plaintiff 
is entitled to relief on the ground that 
at the time the instruments were ex- 
ecuted, decedent was mentally incompe- 
tent to engage in business transactions 
affecting her property rights. 


_ 


Even though plaintiff may have testi- 
fied to matters equally within the 
knowledge of the deceased, he was not 
an opposite party within the meaning 
of the statute. In his capacity as Special 
Administrator he is the personal repre- 
sentative of decedent’s estate, and the 
statute does not render the personal 
representative incompetent to testify in 
behalf of the estate as to matters equally 
within decedent’s knowledge. 


JoInT TENANCY — Ownership of 
U. S. Savings Bonds Determined 
by Federal Regulations 


Texas—Court of Civil Appeals 
Smith v. Ricks, 308 S.W. 2d 941. 


Testator left all of his estate to Ricks 
in trust for the life of testator’s wife 
with remainder to Ricks. Testator’s wife 
died intestate shortly thereafter. Prior 
to their death, testator and his wife 
purchased United States savings bonds 
with community funds, all of such bonds 
being made payable to testator “or” his 
wife. Upon the death of testator’s wife, 
Ricks contended that one-half of such 
bonds passed to him as remainderman 
under testator’s will. The heirs of testa- 
tor’s wife contended that the federal 
regulations, which gave ownership of 
such bonds to testator’s wife’s estate, 
controlled the disposition of such bonds 
even though such regulations were con- 
trary to Texas law. 


HELD: The view of the majority of 
the courts which have considered the 
problem is that the federal regulations 
are superior to state law in determining 
ownership of United States savings 
bonds, such regulations being based upon 
the constitutional power “to borrow 
money on the credit of the United 
States.” 


JoInT TENANCY — Survivor Not Con- 
clusively Entitled to Joint Account 
in Federal Savings and Loan Asso- 
ciation 

New York—Surrogate’s Court, Suffolk County 
Matter of Palecek, 170 N.Y.S. 2d 720. 


The decedent had two joint accounts 


with Mary: one in a savings bank char- 
tered by New York, captioned: “Anna 
Palecek and Mary Field, payable to 
either or the survivor;” the other in a 
Federal savings and loan association, 
captioned: “Anna Palecek and/or Mary 
Field as joint tenants with right of sur- 
vivorship and not as tenants in com- 
mon.” Mary claimed both accounts. 


HELD: Mary is entitled to the balance 
in the savings bank account. Under Bank- 
ing Law Section 239(3) a joint form of 
account in a savings bank conclusively 
establishes the decedent’s intent to vest 
title to the balance in the survivor, unless 
fraud or undue influence is shown. But 
the Banking Law does not apply to a 
savings and loan association chartered 
by the United States, and proof must 
be shown of the decedent’s intent to have 
the survivor take the balance. The evi- 
dence here showed that the Federal 
savings and loan account was held in 
joint names for the convenience of the 
decedent. This account therefore belongs 
to the estate. 

NOTE: In respect of a New York sav- 
ings bank, under the above section a 
joint form of account conclusively estab- 
lishes the decedent’s intent to vest title 
to the balance in the survivor (but see 
Matter of Creekmore, 1 N.Y. 2d 284; Aug. 
1956 issue, p. 756). The Banking Law 
contains other provisions that establish 
the same conclusive presumption for 
joint accounts in credit unions and sav- 
ings and loan associations chartered by 
New York. But the Banking Law does 
not establish such conclusive presump- 
tion for joint accounts in industrial 
banks, commercial banks and_ trust 
companies or private banks chartered by 
New York. 


JURISDICTION — Orphans’ Court has 
Jurisdiction over Rents from Es- 
tate Property 


Pennsylvania—Supreme Court 
Webb Estate, 391 Pa. 584. 


Administrators appointed a firm of 
real estate agents to collect the rents 
from decedent’s real property. The estate 
was insolvent. The agents. collected 
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$4,900 in rents and applied the total 
to a debt due the firm. The administra- 
tors did not show the rents in their 
accounting on the ground that the rents 
were never in their possession. The lower 
court directed the administrators to file 
a petition for a citation for the agents 
to show cause why the rents should not 
be turned over. 

Preliminary objections were filed which 
questioned the jurisdiction of the Or- 
phans’ Court to decide the controversy. 
Under the Orphans’ Court Act of 1951, 
the Court has jurisdiction to try title to 
personal property if the property was 
in decedent’s possession or name after 
death. The lower Court decided that it 
had jurisdiction and the agents appealed. 

HELD: Affirmed. Since the administra- 
tors had the right to collect the rents 
under Section 501 of the Fiduciaries 
Act of 1949, they had the right to ap- 
point agents to collect them. Since the 
realty firm was the agent of the ad- 
ministrators, the firm’s possession of the 
rents was the possession of the adminis- 
trators and it became the firm’s duty 
to account and pay over the rents. The 
Orphans’ Court, therefore, had jurisdic- 
tion over the matter. 


JURISDICTION — Probate Court has 
No Control Over Independent 
Executor 


Texas—Court of Civil Appeals, Fort Worth 
G lez v. Ge lez, 309 S.W. 2d 111. 





HELD: Under Texas “independent ex- 
ecutor” procedure, the probate court has 
no jurisdiction over controversy between 
the executor and the devisees, and speci- 
fically lacks power to order a partial 
distribution or an accounting. The dis- 
trict court, which has appellate juris- 
diction of probate matters, similarly has 


no such power since its jurisdiction is 
only appellate in probate matters. 

NOTE: This case points up the com- 
plete independence of the Texas inde- 
pendent executor from the jurisdiction 
of the probate court. Since local prac- 
tice apparently recognizes an indepen- 
dent executor of a non-resident’s Texas 
executor by a non-resident’s will has 
helped minimize administrative expenses 
in the handling of the estate’s oil and 
gas properties. 


LIFE TENANT & REMAINDERMAN — 
Legal Life Estate with Power to 
Consume — Accounting on Death 
of Life Tenant 


Maryland—Court of Appeals 

Robb v. Berryman, 215 Md. 161, 137 A. 2d 

135. 

A testator left his entire residuary 
estate to his widow for life with full 
power of sale or other disposition “and 
otherwise in any manner to change, dis- 
pose of, use and deal with said property 
and the rents, profits and revenues 
thereof during her life and for her sole 
benefit and at her sole discretion as 
fully as I could do.” After his widow’s 
death, the property was left to the 
testator’s brothers and sisters. 

The widow outlived her husband by 
21 years, during which time she com- 
mingled his estate freely with her own. 
In her will, she left all her property to 
her nephew, who was also named execu- 
tor. About $79,000 worth of assets were 
assembled at her death, of which about 
$38,000 were clearly identified as part 
of her husband’s estate, and the balance 
of about $41,000 in stocks. bonds and 
cash was claimed both by the nephew 
and the remaindermen under the hus- 
band’s will. 
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In the ensuing equity case betwen 
the remaindermen and the nephew, -he 
Chancellor segregated cash items total. 
ing about $8,700 as traceable to the 
widow’s individual funds. The balance of 
the disputed $41,000 could not be g& 
identified, and hence was held sub ect 
to the legal life estate and distribut«ble 
under the husband’s will. 


HELD: Affirmed. A testator has the 
right to create a legal life estate coupled 





with power to consume the same for 
designated purposes and with a valid 
remainder in the unused portion. But 
such a power in the life tenant to con- 
sume “during her life and for her sole 
benefit” could not be exercised by will, 
but could only be exercised during the 
holder’s life for objects “primarily de- 
signed for her benefit and advantage.” 
She had no authority “to accumulate the 
income from the life estate, support her. 
self on the corpus... and bequeath the 
accumulated income to persons of he 
own selection.” 


LIVING Trusts — Broad Powers in- 
cluding Revocation Do Not Make 
Inter Vivos Instrument Testamen- 
tary 


Colorado—Supreme Court 

Denver National Bank v. Von Brecht, decided 

Feb. 3, 1958. 

The administratix brought an action 
against the trustee to set aside a revoc- 
able trust agreement executed by plain- 
tiff’s intestate six years prior to his mar- 
riage to plaintiff. The trust agreement 
provided that the trustor had the powe 
to disapprove investments, to add addi- 
tional property to the trust, and to re 
voke, modify and amend the trust. The 
ground for setting aside the trust which 
resulted in this appeal was that the trust 
instrument was a will and void be 
cause it was unwitnessed. The court 


found that on one occasion the trustor = 


directed an investment in a particular 
security and threatened to revoke the 


trust if the trustee did not make such § 


investment, whereupon, the trustee did 
make such trust investment. 


HELD: The trust is a valid trust ané 
will not be set aside. A settlor may re § 


voke a valid trust where a power of 
revocation is validly reserved, but if 3 
particular method of revocation is speci 
fied, that procedure must be strictly fol 
lowed in order to make the revocation 
effective. The settlor of a trust can re 
serve to himself any power which he 
desires with respect to property delivered 
in trust, if the power is not illegal and 
the reservation of the power will not it 
itself invalidate the trust. The power’ 
here reserved did not invalidate the 
trust. If an owner of property can dis 
pose of it inter vivos and thereby render 
a will unnecessary for accomplishmert of 
its practical purposes, he has a right t0 
do so. The motive in making suci 4 
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TATES 


tran fer may be to obtain the practical 
advantage of a will without the necessity 
of making one, but the motive is imma- 
teria’. This trust is not in violation of 
the statute relating to the execution of 
wills 


SPENDTHRIFT ‘TRUSTS Income 
Reached to Satisfy Institutional 
Care for Beneficiary 


New Jersey—Superior Court 
Constanza v. Vercna, 137 A. 2d 614. 


Decedent’s will established spendthrift 
trust for discretionary payment to his 
daughter of maximum of $6.00 per week, 
for her “pleasure or comfort.” Trustee 
was given discretion to withhold such 
payments should income become payable 
to some other person. At time of dece- 
dent’s death, daughter was incompetent 
and was confined to county hospital as 
indigent patient. County instituted ac- 
tion to reach income of trust for re- 
mbursement for daughter’s care, pro- 
vided subsequent to death of father. 

HELD: Trust was valid. Trustee’s 
jiscretionary power to expend specified 
sums for beneficiary’s “pleasure or com- 
fort”? was not arbitrary one which could 
be exercised to frustrate judgment of 
court. Trustee was directed to pay 
equitably out of income to satisfy per- 
sonal obligation of beneficiary. 


TAXATION — General — Apportion- 
ment of Personal Property Taxes 
Where Trustees Reside in Differ- 
ent Counties 


Pennsylvania—Supreme Court 
Drexel Estate, 390 Pa. 460. 


Prior to 1957, the six trustees of the 
trust herein resided in three different 
counties of Pennsylvania, and the per- 
sonal property taxes were apportioned 
among the three counties. Then, as now, 
the securities were kept in a fourth 
county, Philadelphia, where the bank ac- 
counts are, the meetings of the trustees 
held and the records of the trust kept. 
In 1956, one trustee moved out of the 
State. For 1957 Philadelphia claimed all 
bf the personal property tax. This was 
based on the wording of a 1939 amend- 
ment to the tax law which provided that 
Where all of the trustees reside in Penn- 
sylvania, but in different counties, the 
tax shall be apportioned among _ the 
tounties of their residence. Prior to the 
AMendment the law was that the tax 
Was payable to the county of the domicil 
of the trust. The lower Court of Phila- 
delphia County sustained the claim of 
Philadelphia. Although notified, the other 
count es did not intervene. The trustees 
appe: led. 

HI LD: Affirmed. The language of 
the °939 amendment is clear and unam- 
bigu us in limiting its application to 
tase where all of the trustees reside in 
the tate. Since the amendment does not 
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apply, the prior law governs and the 
County of the domicil of the trust, 
Philadelphia, is entitled to all of the 
taxes for 1957, even though none of the 
trustees resides there. 


TAXATION — Estate & Inheritance — 
Non-Probate Assets Voluntarily 
Used to Pay Estate Debts Not 
Immune 


Ohio—Supreme Court 
In re Estate of Chadwick, 167 Ohio St. 373. 


Chadwick’s estate had probate (ad- 
ministrable) assets of $878.98 and debts 
of $4,892.32. Non-probate assets (chiefly 
bonds in survivorship form and a return 
of contributions under a pension plan) 
aggregated $18,175.40, part of which 
were used by the widow voluntarily to 
pay debts of the estate. The question 
presented was: May the estate’s in- 
debtedness in excess of probate assets 
be deducted from the amount of the tax- 
able non-probate assets in ascertaining 
the inheritance tax? 

HELD: The inheritance or succession 
tax is an excise tax on the right to re- 
ceive property. Non-probate assets are 
legally not part of the decedent’s estate 
and are not liable for the indebtedness 
of the estate. Here the widow had the 
right to receive the succession and to 
use it as she chose. Her later action in 
paying estate debts with non-probate 
assets, though commendable, could not 
affect the application of the tax and 
therefore did not render such non-probate 
assets immune from taxation. 


WILLs — Contractual — Contract to 
Bequeath not Specifically Enforce- 
able 


Oregon—Supreme Court 
Moore v. Fritsche, 322 P. 2d 114. 


Suit was brought against the ad- 
ministrator cta of the estate of Snyder, 
and legatees under his will, seeking to 
establish a contract between the plain- 
tiff and Snyder, and specific performance 
of the contract. Plaintiff’s claim was 
premised on an oral contract to make 
a will in her favor in consideration of 
services rendered Snyder during his life- 
time. Decedent left a will in which plain- 
tiff was not benefited. 

There was testimony as to the dura- 
tion and scope of plaintiff’s services, and 
the trial court held in favor of her, 
impressing a trust upon the property of 
the estate. 

HELD: Reversed. The services were 
performed but under such agreement as 
testified to by the plaintiff, such services 
could be adequately compensated for in 
an action at law. The services performed 
were not of such an unusual character 
that there is no monetary standard by 
which they could be valued, nor was the 
position of the complaining party irre- 
trievably changed by reason of the 
agreement to constitute fraud. Specific 
performance of the contract is denied. 


WILLs — Probate — Collateral At- 
tack on Order Admitting Will to 
Probate 


California—Supreme Court 


Estate of Nellie Neubauer, 49 A.C. 752 (Feb. 

21, 1958). 

Nellie Neubauer, after executing a 
formal will, retained a duplicate in her 
possession. The will gave Grace Ridley 
(among others) a $1,000 legacy, and di- 
rected the executor to pay her husband 
$250 a month during his lifetime. On 
his death 40% was to go to Orthopedic 
Foundation, 40% to Crippled Children’s 
Fund, 20% to Hazel Hurst Foundation. 
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The will provided that if the gifts to 
charity exceeded permissible limits (Pro- 
bate Code Section 41), such excess should 
go to Florence Sweeney, or if she was 
deceased, to the State of California. 

Testatrix died some four months after 
the execution of the will. She had marked 
up the duplicate in her possession by 
drawing a line through the $1,000 leg- 
acy to Grace Ridley, making a notation 
that she changed her mind, and dating 
and signing the deletion. She drew a 
line through the gift of 20% to Hazel 
Hurst Foundation, signing the deletion 
but not dating it. Both the altered dupli- 
cate and the unaltered will were at- 
tached to the petition for probate. Ap- 
parently the parties admitted that the 
altered duplicate was the document ad- 
mitted, 

On a later petition to determine heir- 
ship, the court held that testatrix died 
intestate as to the 20% given to Hazel 
Hurst Foundation; that gift going to 
testatrix’ heirs at law after the death 
of her husband James. The gift to 
Florence Sweeney was held revoked. Both 
Hazel Hurst Foundation and Florence 
Sweeney appealed. 

HELD: The will having been ad- 
mitted to probate “in its present form,” 
with exception of holographic codicil re- 
voking Grace Ridley’s $1,000 legacy, the 
will could not be collaterally attacked 
on petition to determine heirship, and 
Hazel Hurst Foundation prevailed on 
its appeal. On Florence Sweeney’s ap- 
peal, the order was affirmed, though the 
order was based on the erroneous reason- 
ing that the Hazel Hurst Foundation 
gift had failed, and become intestate. 
Florence Sweeney’s contention was that 
she took in place of the Hurst Founda- 
tion and that the property did not go 
by intestate succession. The Supreme 
Court agreed that the property did not 
go by intestate succession but that the 
Hurst Foundation and not Florence 
Sweeney took it. 


A A A 


Pomona Publishes Estate 
Planning Booklet 


A list of 150 national and Southern 
California charitable organizations is in- 
cluded in the new 1958 booklet, “Estate 
Planning and Education,” published by 
Pomona College, Claremont, Calif. The 
list includes legal names and addresses 
of cultural, educational, health, religious, 
welfare, and youth service organizations. 

Designed particularly for attorneys 
and financial advisers, the booklet con- 
tains up-to-the-minute data on federal 
and California taxes and gifts. The 
Pomona College annuity and life income 
contract plans, including the new tax- 
exempt life income plan are fully ex- 
plained. Many tax tables enable the 
reader to estimate the tax that would 
be assessed against any given estate in 
California. 
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Time is money and his work saves you time 


F ACT-DIGGING takes time. . . and lots of it. And 
it’s as vital a part of the Connecticut General 
man’s work as it is of an attorney’s. So when he 
serves one of your clients, his man-hours save 
you hours. 

The CG man’s very first visit will show you 
how valuable his time-saving work can be. The 
plan he brings you contains a complete listing 
of your client’s assets and needs. And where a 
gap exists between the two, he has a sound sug- 
gestion ... based on intensive research... fora 


more productive rearrangement of his assets. 


The groundwork having been done, you’re free 
to give your client rapidly the full benefit of 
your counsel. 

If the CG man’s work proves as profitable to you 
and your client as it has to so many others, then 
you’ll find yourselves working productively 
together for years! 
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